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WING to the elabsnabe prepa- 
rations preliminary to the hold- 
ing of the Annual Meeting of the 
Academy, it is necessary to select the 
topic at least six months, and usually, 
eight months in advance. The officers 
of the Academy felt that the question 
of our relation to the European situa- 
tion was of such paramount importance 
that it would be desirable to devote all 
the sessions of the Annual Meeting of 
1922 to “America and the Rehabili- 
tation of Europe.” This decision, 
taken more than a half year before the 
date of the Annual Meeting, was fully 
justified by the developments of the 
international situation. Through an 
‘extraordinary coincidence the sessions 
of the Annual Meeting were coincident 
with the Genoa Conference and served 
further to emphasize the importance 
of clarifying American public opinion 
with reference to the vital questions 
involved in our economic and financial 
relations with the European Conti- 
nent. It was the endeavor of the 
Committee in charge of the Annual 
Meeting to have every viewpoint 
represented; for the Academy best 
fulfills its mission in serving as a great 
national forum for the interchange of 
thought. 

The large attendance of delegates 
from all sections of the country served 
to bring out more clearly than ever 
before the fact that the Annual 
Meeting partakes of the nature of a 
great national conference. The at- 
tendance of official delegates appointed 


by the gow ernors of the several states, — 
from national, civic, and 


the of the Annual 
ing, inasmuch as these delegates on ih 
their return lay before their respective __ 
communities a summary of the dis ue 
cussions held during its sessions. 
At this Annual Meeting, the Acad- 
emy enjoyed the codperation of a _ 
number of distinguished foreigners. | 
Some of these were unable to a 
the sessions in person but forwarded 
papers which are included in this — 
special volume. These papers add | 
greatly to the significance and perma- 
nent value of this volume containing — 
the proceedings. 
It is the desire of the officers of the a “ha 
Academy to avail themselves of this i 
opportunity to express their deep and 
sincere appreciation to those who 
participated in the Annual Meeting; oe 
to the members of the Reception Com- | 
mittee, who did so much to make the _ 
delegates feel at home during the 
sessions, and, especially, to Colonel 
John S. Muckle and Mr. Otto T. 
Mallery for their generous entertain- __ 
ment of the speakers. The Academy 
also desires to extend a warm word of 
appreciation to those who contributed 
so generously to bee special Annual 


= 


finds necessary to secure in 

defray the expenses incident to the © ie 

Annual Meeting. 
L. S. Rowe, 


President. 
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carried out, 
_ Republic, during its first three years, 


_ ber in the family of nations. 
of liberation, October 28, 1918, was 


Economic ond. Financial Reconstruction of Czecho- _ 


wt 


By Dr. 


HE Czechoslovak people accepted 
the privilege and duty of self- 
paw ernment with full realization of the 
great problems and obligations in- 
cumbent upon them as a junior mem- 


The day 


not a day of exultation alone, but 


rather a day on which to lay the basis 


of a sound national policy, especially 


- along economic and financial lines. 


While many other countries were 
and are planning financial reforms to 
the Czechoslovak 


has put into effect the financial plan of 
the first Minister of Finance, tending 
to check currency inflation, eliminate 
unproductive state expenses and bal- 
ance the budget, and thus, since the 
very beginning, has been in complete 
harmony with the now generally 
accepted principles of the post-war 
reconstruction of Europe. 

This fact, of vital importance es- 
pecially for the reconstruction of 
Central Europe, I should like to illus- 


trate in some detail. 


GENERAL Economic CONDITIONS 


The lands now constituting the 
Czechoslovak Republic (Bohemia, Mo- 
ravia and Silesia, voluntarily joined by 
Slovakia and Subcarpathian Russia) 
were formerly the northern part of 
Austria-Hungary, above the middle 
Danube and upper Tisza Rivers. 

Czechoslovakia has an area of 54,- 
000 square miles, and a population of 
13,600,000 inhabitants. The country 
is so richly endowed with raw materials, 


Bepricn SrkpANeK 
Minister from Czechoslovakia 


per cent of the industrial population : 
of the former Em- 


territory, has sufficient means of 


existence. 
The country has large deposits of 
precious and base metals, of caolin, | 
graphite, magnesite, sulphur, salt, etc., _ 
forming the backbone of its extensive _ 
industries. Promising oil wells have 
recently been discovered; the richest __ 
radium mines of Europe, Jachymov 
(Joachimsthal), are situated in Bo- _ 
hemia as well as the famous watering- _ 
places of Carlsbad (Karlovy Vary), 
Marienbad (Marianske Lazne), etc. ae 
The output of coal (bituminous and © 
lignite) increased during 1921 from 28 
million tons to the normal 32 million __ 
tons. The production of iron and aaa 
steel has almost reached the pre-war 
level of 1,700,000 tons of pig iron, and 
supplies the necessary material for the — 7 
machinery industries, enjoying an ex- 
cellent reputation especially in the bs 
field of sugar refineries, distilleries, , 
breweries and agricultural implements. a 
The new electrical law provides not oe 
only for a systematic utilization of the 
water power, but for the general in 
electrification of the country. . 
Czechoslovakia owns large locomo- — 
tive and car works, which have 
enabled her in a short time to restore _ 
the rolling stock for 8,300 miles of 
railways. 
Of other various industries such as as 
glass, china, chemical, leather, shoe | 4 
and glove industries, only the large ro 
textile and, in part, the metal in- a F 


| | 
a 
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dustries depend to any great degree 
on the importation of foreign raw 
materials, such as cotton, wool, flax, 
copper, etc. Normally, about 650,000 
bales of cotton (90 per cent from the 
United States) are imported yearly for 
the 3,600,000 Czechoslovak spindles. 

The success of Czechoslovak in- 
dustry is firmly based on its progressive 
methods of production and its skilled 
workers with their ability to adjust 
themselves to the requirements and 
taste of foreign nations, for there is 
scarcely a country in the world which is 
not being supplied with various products 
of Czechoslovak make (known before 
the War under the name “ Bohemian” 
or under the trade mark “Made in 
Austria”’). 

Under normal conditions Czecho- 
slovakia is almost self-supporting; it is 
anticipated that in 1922 the require- 
ments of breadstuffs will be met by the 
yield of the home fields and an import 
of merely 80,000 tons of additional 


grain. 


Owing to its geographic position in 
the heart of Europe, on the oldest 
trade routes, Czechoslovakia, ever since 
the Middle Ages, has taken a very 
active part in the trade between 
Europe and Asia, and has always used 
its natural resources for the progressive 
development of its industries and trade. 

To stabilize the conditions of foreign 
- trade, Czechoslovakia has concluded 
commercial treaties based on reciproc- 
ity and liberal tariff system with: 


_ Switzerland, March 6, 1920; Jugo- 
_ glavia, May 18, and December 4, 1920; 
i; Germany, June 29, 1920; Bulgaria, August 
4, 1920; France, November 4, 1920; 
Roumania, February 24, 1921; Italy, 
March 23, 1921; Austria, May 4, 1921; 
Poland, October 20, 1921, and Spain, 
November 25, 1921. 


In spite of many unfavorable factors 


ForEIGN TRADE 
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the foreign trade has effected remark- 
able improvement. For 1919, the 
total imports amounted to $130,146,- 
140 (average exchange value of 50 
crowns for one dollar). For 1920, the 
imports, due to the extraordinary 
imports of foodstuffs, reached $233,- 
500,000. The quantity of imports 
shows an increase (3,910,156 tons for 
1920 and 3,961,716 tons for 1921) of 
1.3 per cent only. 

Exports have steadily increased, the 
value of the exports of 1919 being 
$113,751,380, an amount exceeded by 
the 1920 exports of $428,900,000, by 
over $315,000,000. The quantity ex- 
ported during 1921, 9,645,766 tons, 
shows an even greater increase over 
the quantity during 1920 of 6,902,221 
tons, i.e., an increase of 39.7 per cent. 
The progressive increase of 1921 over 
1920 and of 1920 over 1919, in spite 
of a lower exchange value, is indicative 
of the rapid recovery of Czechoslovak 
industries and foreign trade. 

The trade balance for 1919 was 
unfavorable by slightly over sixteen 
million dollars. This loss was not only 
eliminated in 1920, but a favorable 
balance set up of four billion of 
Czechoslovak crowns, which is equal 
to about forty-nine million dollars. 
According to the estimates for the first 
nine months of 1921 a further increase 
of 50 to 100 per cent is to be expected. 

Tables I, II and III show the 
growth of trade by commodities and 
the countries of origin and destination. 

The Czechoslovak Republic has 
maintained its pre-war trade with Po- 
land and the states served by the 
Danube River, Austria, Hungary, Jugo- 
slavia, Bulgaria and Roumania, which 
are the natural markets for Czechoslo- 
vak industries, and trade with them 
has resulted in a favorable balance of 
11,000,000,000 Czechoslovak crowns. 
About 56 per cent of the total value of 
exports and about 75 per cent of the 
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TABLE III. Imports anp Exports or THE CZECHOSLOVAK 
te (By the Main Commodities 1920 and 1921 in Long Tons) : 


RECONSTRUCTION OF CZECHOSLOVAKIA 


Import 1920 1921 Export 1920 
Foodstuffs 246,998 598,000 || Foodstuffs........... $2,353 
Lard and fats......... 46,893 248,648 
eee 280,389 144,500 || Fruit and vegetables 89,892 
Iron and steel........ 114,790 127,000 || Iron and steel........ 163,926 
927,450 821,000 || Minerals............. 502,288 
Coal and timber... ... 1,319,602 | 1,134,000 || Coal and timber. ..... 5,184,260 
gf ae 131,831 104,000 || Paper and paper g 76,605 
Cotton and yarns..... 69,205 94,900 || Cotton and cotton g 10,778 
Wool and woolen manu- Wool and woolen goods 10,505 

19,214 29,000 || Glassand glassware....| 140,067 
Machinery . . 
Sem Malt, grain and ‘malt 


total value of the cotton and wool 
products were exported to these coun- 
tries in 1920. Germany shared in the 
exports to the extent of 12 per cent, 
the western European and the overseas 
countries 32 per cent, partly for their 
own consumption, partly for re-ex- 
portation. 

With the exception of France and 
Italy, the Czechoslovak Republic has, 
on account of excessive imports, an 
unfavorable trade balance with western 
European and overseas countries. This 
fact proves the importance in pur- 
chasing power of the Czechoslovak 
Republic as a market for the raw 
materials and manufactured products 
which it has to secure from abroad. It 
is estimated that fifty per cent of the 
total raw materials could be purchased 
by the Republic directly from the 
United States. 

Since the purchasing power of our 
exchange was reduced, imports from 
the United States according to volume 
have increased from 208,355 long tons 
in 1920 to 375,806 long tons in 1921, an 
increase of 80 per cent, the main articles 
being cotton, copper, foodstuffs, fats 
and lard, mineral oils, tires, tools, 


typewriters, calculating machines, and 
other characteristic American products. “A 
Because the American statistics do not ef 
as yet specify goods exported through | 
European ports to Central Europe, | 
more detailed figures are not available. pe 
Exports to the United States consti- — 
tute an important part of the trade of 
the Czechoslovak Republic. For 1921 
these exports amounted to $9,615,130. ta ni 
The principal items entering into this 


trade in 1921 were beads and bead 
ornaments, $3,023,140; imitation 
stones, $729,137; blown glass, $535,835; 
bent-wood furniture, $509,900; jewelry, 
$376,338; chinaware, $268,942; wood 
pulp, $257,459; hops, $199,443; musical 
instruments, $191,661. 


TRANSPORTATION 


Czechoslovakia inherited a network 
of railroads which, due to excessive 


during the War, were in a very poor 
condition in 1918. The Ministry of 
Railroads found itself faced with 
three big problems: (1) the repair of 

a neglected railroad system; (2) the © e 
reorganization of this system in ac- a 
cordance with the national commercial — 


| 
447,000 
69,000 
62,000 
199,000 
7,632,000 
78,500 -, 
$2,000 
12,000 
133,000 
46,300 
| 
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policy, and (8) the adjustment of 
tariff rates and wages to meet present 
cost and living conditions. 

The Ministry has adjusted passenger 
and freight rates, increased the per- 
centage of maintenance work to restore 
efficient operation, and plans to aug- 
ment maximum speed to 120 kilometers 
per hour and double track the respec- 
tive lines. In addition, this depart- 
ment has provided for several newlines, 
important for internal administration 
and independent export trade with 
countries to the east and south. 

The reorganization of railroads will 
unite more closely Bohemia and Slo- 
vakia, formerly dependent upon and 
served by Austria and Hungary re- 
spectively, will bring the river ports 
nearer to the interior shipping centers, 
and adjust the schedule of rates to 
encourage trans-Republic shipping. 
To accomplish all this and to put 12,- 
694,527 kilometers of state-owned or 
operated railroads and 968,924 kilo- 
meters of privately owned and operated 
railroads on an efficient operating 
basis, six and one half million crowns 
have been allotted by the state. 

The reform of the railroad system 
was begun in 1919, at such an expense 
that the railroad budget for that year 
showed a deficit of 240,000,000 crowns. 
The work was continued during 1920, 
to a deficit of 625,000,000 crowns 
additional, and further advanced in 
1921. During 1921, however, the 
good results of the investments began 
to be felt and the budget showed a 
surplus of 265,000,000 crowns. 

The river and canal system is 
important for a state forced to purchase 
heavy raw materials from great dis- 
tances and to export bulky articles 
(like lumber). A large part of all 
goods destined for the western coun- 
tries and for overseas trade, is trans- 
ported in barges to Hamburg by way 
of the Labe (Elbe) River, while the 
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Danube offers a broad means of trans- 
portation to the Balkan states and the 
Black Sea. To utilize both river 
systems more economically, it is pro- 
posed to construct a canal connecting 
the Labe and Oder rivers with the 
Danube. 

Already Prague is the vital link in 
the trans-continental network of air- 
plane traffic from Paris to Constanti- 
nople on one line and to Warsaw on 
another line. This system of aerial 
navigation supplements an efficient 
state-owned and operated postal 
system. 

The extensive telephone and tele- 
graph lines (over 10,000 miles of 
telegraph and more than 11,600 miles 
of telephone) are likewise state-owned 
and operated, and work has already 


begun to supplement the existing 
facilities with a radio service. 

BANKING 


The financial condition of a country 
is necessarily bound up with and 
dependent upon a sound banking 
system. Although it was feared that 
the dismemberment of Austria-Hun- 
gary might disrupt banking, the tran- 
sition was made smoothly and the 
Czechoslovak banks, by judicious in- 
creases of capital and careful invest- 
ment of funds, have been able to 
meet every demand imposed upon them 
for the financial operation of govern- 
ment and commerce. 

On October 28, 1918, there were 
altogether thirty-nine large joint-stock 
banks, with a total paid-up capital of 
551.4 million crowns, on Czechoslovak 
territory. In order to meet, at least 
partially, the great demands made 
upon them by the new situation, the 
Czechoslovak banks immediately in- 
creased their capital and funds and 
strengthened their organization. The 
possibility of entering into direct rela- 
tions with foreign countries, especially 
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RECONSTRUCTION OF CZECHOSLOVAKIA 
with France, England and America, the sum of 2,849 million gold crowns. 
led many banks to seek the codperation The covering in gold before the War —s- 
of foreign capital. Thus, by the end amounted to 76 per cent; at the _ 
of 1920, the aggregated capital of revolution, merely 1.11 per cent. . 
these banks totalled 914.6 millions The first task of the Czechoslovak 
with reserve funds amounting to 349.5 ‘Treasury was to provide for the needs 
million crowns. of state by establishing an independent 

The center of the banking business currency. The War had depleted the 
of the Republic is Prague. The twenty- economic resources of the country, the 
two Prague banks, in 1920, ac- Austro-Hungarian currency had de- 
counted for 83 per cent of the total preciated, and the state credit had been 
capital of the thirty-seven banks of the undermined. It was the task of the | 
country. The growth of capital since government and the banks to meet 
the end of the War has been, for the these unhappy conditions and to bring — 
Prague banks, 41.5 per cent, and the the country to a state of financial t 
Prague banks have made over 85 soundness and economic prosperity. 
per cent of the net profits of all the By the “Currency Act,” passed on _ 
Czechoslovak banks. All but five of February, 25, 1919, the Minister of — 
the banks in the Republic finished the Finance was given authority: (1) to 
year 1920 with favorable balances. stamp the then circulating currency 
After deducting the losses of the five, within Czechoslovakia; (2) to take over 
the net profits amounted to over 198 the currency account and treasury 
million crowns. bonds of the branches of the Austro- 

The growth of bank deposits shows a Hungarian Bank in Czechoslovakia; 
sound financial condition among the (3) to make specific inventory of all 
depositors. On December 31, 1920, property in the Republic, and (4) to 
the deposits in 2,011 financial institu- cause the Czechoslovak citizens to 
tions totaled 17,864,973,000 crowns. declare their property in foreign coun- 
On December 31, 1921, deposits in the tries. These last two provisions were 
same institutions totaled 24,759,240,- passed in order to ascertain the proper 
000 crowns—an increase for 1921 of basis for levying a property tax. 


6,894,267,000 crowns or 39 per cent. The separation from the Austro- 
Tur C R Hungarian currency was accomplished 
HE CurRRENCY REForM in the following manner. On February 


Austria-Hungary left her currency 26, 1919, the frontiers were closed and 
in complete disorder. The reserve of the bank notes circulating within the 
gold and silver of the Austro-Hun- Republic, from March 3 to March 9, 
garian Bank, amounting before the were stamped with a distinctive mark, 
War to 1,655 million gold crowns, fell showing that they were accepted by 
in the course of the War to 342 million the Czechoslovak Republic as_ its 
gold crowns. The circulation of notes, currency. After March 9, all notes 
which before the War was 2,172 mil- not stamped ceased to be legal tender. | 
lion, grew to 30,679 million. Obliga- One-half of the amount of bank notes | 
tions which had to be met immediately presented for stamping (practically 
by the Bank in the form of payment in 2,450 million crowns) was withheld as a 
notes on demand (current accounts and __1 per cent forced state-loan. + 
treasury bills) amounting before the After the stamping, there remained in a 
War to 282 million gold crowns circulation bank notes of the value 
reached at the conclusion of the War of 5} billion crowns. The deflation 


resulting from the stamping and re- 
duction of circulating money, coupled 
with the resumption of private enter- 
prise, caused the money market to 
tighten. This condition necessitated 
an increase of currency, which has been 
stabilized at seven billion. To pro- 
vide, however, against dangerous in- 
flation the National Assembly passed 
an act, April 10, 1919, which prohibits 
any increase in the amount of bank 
notes in circulation above seven billion 
unless covered by commerical papers, 
gold and silver treasury reserves, or 
other collateral. 

According to another law passed 
April 8, 1920, the Minister of Finance 
has to reduce gradually the amount of 
uncovered bank notes taken over from 
the Austro-Hungarian Bank, both 
those now in circulation and those 
withheld at the time of stamping by 
the income from property tax. Al- 
though the tax was not yet legally due, 
635.5 million crowns had been paid up 
to December 15, 1921, and a total of 
802.3 million up to January 15, 1922. 
This amount was paid partly in cash 
and partly by receipts for the notes 
withheld at the time of stamping. The 
tax should eliminate the whole amount 
of uncovered circulation by the end of 
1923. 

The metallic reserve is composed at 
present of 18,000 kilo gold and 311,000 
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TABLE IV.—Successtve DeveLopMENT oF THE Bank Nore 


kilo silver, which equals 599,000,000 
crowns or 5 per cent of the total circu- 
lation in the Republic, with a sub- 
stantial increase of 233,630,000 crowns 
in seven months. Four per cent of the 
notes are backed by foreign accounts 
receivable and foreign currency holdings 
within the Republic. Twenty-seven 
per cent is backed by discounted bills, 
securities, and collateral loans. This 
makes more than 36 per cent of the note 
circulation backed by an authorized 
lawful reserve. 

Comparing other countries in this 
respect we see that Austria (on 
October 31, 1921) had a circulation of 
91 billion of Austrian crowns against a 
cover of 5.5 million; that Hungary 
had a circulation of 22,882 million 
against a cover of 1,007 million. Even 
the Bank of Italy has not a greater 
reserve of gold and foreign currency 
than the Czechoslovak Bank Office; 
on October 31, the Bank of Italy had 
1386.1 million gold lire as against a 
circulation of 14,322.7 million lire, or 
not quite 10 per cent cover. 

Table IV shows the successive de- 
velopment of the circulation of bank 
notes. 

During 1919 and 1920, the Czecho- 
slovak crown has fallen and risen nearly 
parallel with the German mark. A 
difference began to appear in 1921, when 
the question of German reparations 


or Crowns 


Stamping 
Dec. 31, | Dec. 31, | Dec. 31, | March 31, 
1919 1920 1921 1922 
Before After 

Notes in circulation. ...... 7,714 5,579 6,621 11,289 11,757 10,323 
Commercial security......) ..... | 668 5,197 5,192 3,832 
Gold, silver, and foreign 

| he 86 858 1,114 932 


8 | 
. 
| 
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| | 
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negotiation; at this time the 
German mark had fallen below the 
- Czechoslovak crown. On September 
+: 1921, Berlin was quoted in Ziirich, 
§.325, in Prague, 6.85 centimes. 
During the last collapse of the German 
mark the Czechoslovak crown with- 
‘ stood the pressure of that event and 
sueceeded in emancipating itself from 
_ the mark. Since this time the currency 
_ policy of the Republic has attracted 
some attention in the financial world. 
_ As a temporary bank of issue there 
has been organized by statute pub- 
lished May 12, 1919, the “Bank 
Office,” attached to the Ministry of 
; Finance, regulating the circulation of 
| money. One of the important re- 
spective statute provisions is that the 
Bank Office must not accord loans to 
the state. 

The future bank of issue will be a 
joint-stock bank with a capital of 75,- 
000,000 of currency unit in gold. The 
bank notes will be exchangeable for 
gold with at least 35 per cent of gold 
covering. 


The Czechoslovak government has 
| ever been convinced that the key to a 


sound financial condition is the bal- 


TABLE V.—Gross Bupcet 
(In Czechoslovak Crowns) 
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| 
Tue below the actual state revenue. 


anced budget. To accomplish this, tas 
early Ministers of Finance vied 
each other in making expenditures 
conform to government income with- 
out stintingthe appropriations essential 
to the accomplishment of vital im- 
provements. 

Due to the necessary expenses in- 
curred at the establishment of the 
Republic, the deficit of the budget in = 
1919 was five billion (with a budget 
of 8.6 billion crowns), which was dill 
duced to 4.8 billion in 1920, with a 
budget of 15 billion. In 1921, the 
budget of 18 billion crowns was nearly 
balanced, but extraordinary expend- | 
itures in order to check the repeated _ 
Hapsburg plots caused a deficit of 700 
million crowns. In 1922, with a budget 
totaling 19,812,960,470 Czechoslovak 
crowns the deficit is estimated at 900 
million crowns, but the steady increase 
of actual revenue (nearly doubled in 
the last two years) gives strong indica- 
tion of a balance in 1922. w~ 

During the years 1920 and 1921,the  __ 
conservatively estimated state income _ 
was each time about one billion crowns 
The 
surplus shown in Tables V and VI 
augurs well for a budget balance at fon 


end of this year. 


1919 1920 1921 1922 

2,609,823,719 7,174,511,865 10,671,959, 296 13,288,731,847 

6,005,522,073 8,103,915, 167 7,354,500,848 6,524,228, 632 

8,615,345,792 15,278,427,032 18,026,460,144 19,812,960,479 

2,613,667,502 7,949,648,782 15,923,316,280 17,290,600, 130 

1,096,086,998 2,476,852,012 1,375,600,350 1,593,609,414 

3,709,754,500 10,426,500,794 17,298,916,630 18,884,209,554 
4,905,591, 292 4,85 1,926,238 727,543,514 928,750,935 
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The percentage of expenditures for 
unproductive items is being cut down 
yearly, for example, the cut in ordi- 
nary expenditures for National De- 
fense, from 20.20 per cent in 1919 to 
15.69 per cent in 1922, and extra- 
ordinary after-war expenditures have 
been reduced from 39.62 per cent in 
1919 to 3.76 per cent in 1922. 

On the other hand appropriations for 
productive purposes have been steadily 
increased, as indicated in Table VIL. 


Tue Depts 


* th. first debt incurred by Czecho- 


slovakia was a portion of the public 
debt of the old dual empire. This 
amount grew, due to the expense of 
establishing the new government, of 
repatriating the Czechoslovak legion- 
naires who fought on the side of the 
Allies in Russia, Siberia, France and 
Italy, and of furnishing the emergency 
relief necessitated by the shortage of 
foodstuffs, ete. These different items 
brought the public debt, at the close 
of the year 1921 (according to the 
statement of February 6) to forty-three 
billion Czechoslovak crowns, composed 


as follows: 
Crowns 


International Debts.......... 9,911,757,300 
Currency Reform............ 8,364,270,537 
External Debts.............. 8,404,270, 852 
Pence Trenties. 17,125,000,000 


43,805,298, 689 


A detailed specification is contained 
in table VIII. 

The external debt of the Republic as 
incurred up to December 31, 1921, is 
itemized in table LX. 

The “liberation tax” which con- 
stitutes so large a percentage of the 
Czechoslovak total debt was deter- 
mined by the Peace Conference, to be 
paid to the allied and associated 
powers. The terms for the payment 
of this sum have not yet been deter- 


mined. 
ag 
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TABLE VII.—Per Cent or Torat Exrenpitrures ror Propuctive Purroses 


1919 1920 1921 1922 
Postal and Telegraph. ................. 1.86 2.75 5.71 
0.63 6.47 3.87 


Future PrRosiems 


Czechoslovakia, in a short time, has 
attained almost normalcy, notwith- 
standing the fact that the unsettled con- 
ditions of the neighboring _ states 
hindered its progress considerably. 
This achievement is due to the fact 
that ever since the day of its liberation, 
Czechoslovakia has followed a definite 
program step by step, the main features 
of which are: 


(1) To maintain and enlarge industrial 
activity under all circumstances; 

(2) To intensive agricultural 
activities and a normal harvest by supply- 
ing fertilizers: 

(3) To secure a favorable balance of 
trade; 

(4) To balance the state budget by 
eliminating unproductive expenditures and 
using savings thus obtained for further 
productive activity; 

(5) To deflate the currency as rapidly as 
business conditions permit. 


secure 


The rising exchange (about 2 cents) 
_ brought the country face to face with 
~ another problem—price adjustment in 
the markets of the world. Because 
wages and living conditions could not 
be immediately readjusted to conform 
to the increased international value of 
Czechoslovak money, the Czechoslovak 
export industries saw further expansion 
hampered by the competition of coun- 
tries with deteriorated rates of ex- 
- change, notably Germany. It was 
— evident that production costs must be 
reduced. This is to be effected not 


only by a lowering of wages and 
transportation, but principally by a 
thorough reorganization and elimina- 
tion of waste in industry, coupled with 
standardized production and concen- 
trated group marketing. New sources 
of wealth and industrial activity lie 
in the exploitation of the water powers 
(13 million horse power) and in the 
electrification of the whole country. 

To solve these problems Czechoslo- 
vakia honestly believes is to “do her 
bit” in the general reconstruction in 
the most effective way. 

The main part of this tremendous 
task of world reconstruction can be 
accomplished only by engineers. Not 
only should they take a prominent 
place in the many international present 
and future economic and _ financial 
conferences to divert the nations from 
the after-war distress, but they should 
endeavor to prevent future conflicts. 
I consider it the supreme task of every 
engineer, notably of the great peaceful 
army of the American engineers, to do 
their best to have a “World’s En- 
gineering Federation” established as 
soon as possible. 

The up-to-date methods of economic 
supremacy must be changed by inter- 
national distribution of work according 
to principles of highest economy. A 
“World’s Engineering Federation” 
should spread technical and economic 
progress through the world by inter- 
national technical coéperation. 

I am highly pleased to know that 
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(A. Internal Debts in Czechoslovak Crowns) 


December 31, 1921 


February 6, 1922 


. National Liberty Loan 
. 4 per cent State Treasury notes............. 
. 4} per cent Premium Loan 
. Fourth State Loan 
. 6 per cent State Treasury bonds . 
. 5 per cent State Treasury notes 
. 6 per cent State Treasury notes 
. 2 per cent Premium Building Loan.... . 
. 6 per cent State Investment Loan 
6 per cent State Investment Loan . 
. 3} per cent Exchange Stabilization Loa: an 
. 5} per cent Military Equipment Loan 
. 6 per cent Flour Loan 


3,000,000,000 
1,536,185,000 
952,820,000 
677,308,000 
25,896,000 
217,549,000 
234,895,800 
250,000,000 
322,000,000 
106,238,200 


Crowns 
1,000,000,000 
1,048,054,000 

540,811,300 
3,000,000,000 
1,536,185,000 

952,820,000 

677,308,000 

44,104,500 

229,359,018 

300,756,607 

250,000,000 

322,000,000 

220,706,300 


9,911,757,300 


10,122, 104,725 


(B. Debts Resulting from the C 


. Bank notes in circulation 

. 1 per cent State Loan replacing the bank notes 
. 1 per cent check accounts........ a= 
. 4 per cent treasury notes. 


219,648,000 


Crowns 
6,794, 143,767 
888,247,000 
269,015,245 
219,648,000 


8,364,270,537 


8,171,054,012 


(C. External Debts in Czechoslovak Crowns) 


Loans granted by: 
United States 
England 


$ 91,179,528 

£ 2,429,564 
Francs 1,149,212 
Francs 128,152,226 
Francs 750,000 
Lire 180,000,000 
Marks 425,000,000 


Crowns 
6,245,797, 668 
694,855,464 
78,721,022 
702,274,198 
4,110,000 
520,200,000 
158,312,500 


Crowns 
4,832,514,984 
563,658,848 
60,908,236 
579,248,061 
3,390,000 
448,200,000 
108,906,250 


Specification of the debts to the United States in dollars: 
. Debt to the United States a for advances 

made under the Liberty Bond Act. aa 

. Debt on account of sales of surplus 1 war “materials 
(Act of July 9, 1918) 

. Debt to the American Relief Administration (Act of 
Feb. 25, 1919) 

. Debt to the United States Grain Corporation (Act of 
March 30, 1920) 


8,404,270,852 


$61,256,206 .74 
20,612,300 .11 
6,428,089 .19 


2,873,238 . 25 


$91,169,834. 29 


6,596,826,379 


Sali 
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(D. Debts According to the Peace Treaties) 


2. Liberation debt. . . 


. Pre-war debt of former Austria-Hungary 
Francs 750,000,000 


Crowns 
4,000,000,000 
13,125,000,000 


17,125,000,000 
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1,000,000,000 
1,048,054,000 
540,811,300 
| 
10 
| 
rrency Reform) | 
Crowns 
6,818,800,292 
1,056,807,000 
269,015,245 
a. 
— * 4, 


the American engineer is fully conscious 
of the importance of his initiative in 
these endeavors to advance the world, 
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and very happy to see that the en- 
gineers of my country codperate heartily 
in this far-reaching international work. 


TABLE IX.—Summary or Dests or Czecnostovak Repvusiic 


In Czechoslovak Crowns| Per cent 
Share of the debt of former Austro-Hungarian Empire... . 4,000,000,000 9.10 G 
Establishment of 7,168,989, 106 16.37 
Repatriation of the Czechoslovak army... ............-. 657,915,410 1.50 
Total debts since inception of Republic. ............ 43,805,298,689 100 


iy HE Genoa Conference is one of the 
7 greatest importance, not only in 
the common historical sense, but from 
_ the entirely new human point of view 
which inspires its work. Not only is 
jt, in fact, the greatest international 
gathering, but here is being laid the 
- cornerstone for a practical system of 
the much needed world-wide coépera- 
tion. 
The Washington Conference has 
attained success by creating a better 
and more permanent feeling among 
some of the nations of the world; the 
Genoa Conference, by also inviting 
those not present at Washington, will 
complete and achieve, it is confidently 
expected, a very much better and more 
_ permanent feeling among nearly all the 
nations of the world. It is true that, 
technically, the United States of 
America is not present at Genoa, but I 
am sure its heart and spirit are there. 
At a not distant future, when some of 


Suggested Me asures for World-wide Codperation 


By Signor FRANCESCO QUATTRONE 
High Commissioner of Italy to the United States 


the peoples in Europe realize that it is _ 
highly essential to show a real deter- 
mination to put their house in order, 
abandoning war-time spirit and an 
utterly reproachable system of alli- 
ances; when still others think and 
practise so as to convince the people at 
large that there is only one world 
standard of national and international 
honor, then perhaps the United States 
will sit at a still greater conference and 
be, on account of its moral position, 
the most powerful leader in reconstruc- 


tion work. 
7 

LiquiIpATION oF OveR-BUILT 
FAcILities 


Industrial Europe, as well as in- 
dustrial America, is suffering on account 
of over-built facilities; everybody to- 
day, it is only human, wants to produce 
and sell. Not a great many people 
are able to buy: there is a lack of 
purchasing power and if we want to 


restore healthy conditions in the 
world’s business, we must reduce our 
imperialistic trade plans and try to 
approach normalcy first by granting 
to those who are in need, the possibil- 
ities of recuperating their purchasing 
power, and by lifting—as far as is 
possible, and consistent with the life of 
every nation—those trade barriers 
now in progress of construction. Take 
for instance, the United States; in 
1914, prior to the War, this country 
had normal producing and manufac- 
turing facilities to meet the needs of 
101 millions of people, plus 5 per 
cent for foreign business, in this way 
meeting the needs of 106 millions of 
people. From 1914 to 1921, such 
facilities were expanded to 175 per cent 
of the existing facilities of 1914, so 
that on Armistice Day in 1918, the war- 
time-created facilities of the United 
States had reached a capacity of 180 
million people. Those facilities exist 
today and they can and are taking care 
of the national domestic ne@ds on a 
seven months’ basis. In a word, this 
country’s producing facilities can do its 
1914 business in six or seven months. 
The commercial interests of this 
nation have largely liquidated their 
inventories and debts since the War, 
but not that large increase of facilities 
which was created for war purposes. 
This reduction, now under way, must 
continue for the next few years until 
the national facilities of this country 
arrive at a point where they can take 
care of the normal domestic needs and 
a reasonable per cent of surplus to 
meet the requirements of the outgoing 
foreign trade. 

To give an illustration, may I 
mention the sea-going steel and iron 
steam tonnage owned by the principal 
maritime countries of the world. In 
1914, there were 42,514,000 gross tons; 
in 1921, there were 54,217,000 gross 
tons, an increase, after taking care of 


war losses, of 11,703,000 gross tons of 
larger and more efficient ships. The 
United States had in 1914 only 1,837,- 
000 gross tons which by 1921 it had 
increased to 12,314,000 gross tons. 

When one realizes that the normal 
world’s international trade and ship- 
ping had approached its peak in 1914 
and that 42,500,000 tons of shipping 
easily moved that trade, you will see at 
once why with 11,700,000 added ton- 
nage in 1921, the value of shipping has 
fallen down from $200 a ton dead- 
weight to $20 and that, for some years 
to come, many ships of the world will 
not find cargoes. I believe that instead 
of still building new ships, and there 
are 7,300,000 in course of construction, 
all the nations of the world should 
meet together and apply Mr. Hughes’ 
policy of scrapping battleships, to the 
already dangerously sick body repre- 
sented by the maritime commercial 
fleets of the entire world. The result 
would be fewer failures of private and 
government enterprises and very much 
healthier conditions for every country 
concerned. 

I have referred only to shipping, but 
the same state of over-built facilities 
exists in nearly every industry, taken 
as a whole, in this country, except the 
farming industry, where normalcy of 
production can and will come very 
quickly. 

There is no country in the world that 
may consider itself immune from the 
necessity of liquidating its facilities 
and we are confronted today with the 
necessity of considering the world’s 
business as a process of liquidating the 
troubles of the world-corporation, in 
which all the countries, as individual 
units, are participants. To do this, is 
required a better knowledge of each 
other’s needs. Knowledge of each 
other comes as the result of more 
mutual and frequent intercourse. In 
applying this axiom to the life of 
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MEASURES FOR 


nations, we realize that the present 

situation requires a better knowledge 

and consideration of the different 

resources of each country, so that 
4 international credit relation and inter- 
| national buying power may be estab- 
lished under proper and sound principles. 
The sooner such principles are applied, 
the nearer will be the approach to 
normalcy and safety and the establish- 
ment of the economic equilibrium of 
Europe, completely destroyed by the 
war. 


ReEsTORATION OF Russia 


No one today will attempt to conceal 
the fact that a Germany reduced to 
desperation and a famine-stricken Rus- 
_ sia are the unsound links of the chain, 
_ which, prior to 1914, was wonderfully 
_ driving the European economic engine. 
_ Therefore, sincere, honest efforts must 
be made not to have a mad Germany, 
or a still wilder Russia. Germany, 
even temporarily without the Saar 
basin and the rich Silesian coal fields, 
_ definitely deprived of her colonial 
_ possessions, not to mention the mer- 
-eantile fleet or other properties seized 
by or surrendered to the Allies and 
_ other countries, including the United 
_ States, has a very much greater 
power than Russia, al- 
- though she is not possessed of the 
_ wonderful and immense natural re- 
sources of her Russian neighbor. 

_ Industrially speaking, Russia, prior 
— to the War, had been in the hands of 
intelligent foreign enterprises; the 
- grand dukes and potentates dominat- 
ing these were satisfied with royalities 
coming from large estates probably 
not directly known to them. For 
‘instance, heroic Belgium alone had in- 
_ vested there nearly 100,000,000 pounds 
sterling. During my mission in Russia 
in 1912, travelling from north to south, 
visiting the Donetz coal basin, I had 
the pleasure of meeting several Belgian 
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mining engineers representing invest- 
ments of large resources, giving life 
and wealth to the inhabitants of that 
region. Russia still needs foreign co- 
peration in the pacific and honest 
development of her resources. But ; 
there are no resources which can be 
utilized or developed for the benefit of 
Russia and Europe unless the Russian 
system of transportation, utterly de- 
moralized and destroyed first by the + 
War, and lately by the material impos- 
sibilities of planning anything con- 
structive, shall, upon Russia’s adopting 
and establishing world standards of 
property and honor, be put in proper 
and efficient shape. 

Experience has now demonstrated to 
Moscow that the time for doctrinaires 
and fallacious new experiments of a 
Utopian character is gone and that 
the era for constructive work must be 
approached. The Russians would go 
back to work; but how can they do it? 
All the European observers haveagreed 
that the Russian system of transporta- 
tion must be restored. In order to 
help Russia, offers of rolling stock have 
been made, but, under the conditions 
now prevailing in different European 
organizations, it is a practical im- 
possibility to attain speedy quantity 
production, yet this is an essential 
requisite if the greatest problem ac- 
countable for the reconstruction of 
Russia shall be properly met. Here 
comes the important part that Ameri- __ 
can industries can play in the rehabili- 
tation of Russia and of Europe. There 
is no use sending millions of tons of 
agricultural implements, machinery, 
etc., unless in due time such shipments 
can reach the point of final destination. 
Every enterprise which does not first 
take into deep consideration the trans-— 
portation problem of Russia, is un- 
doubtedly destined to failure and the 
responsibility for it will fall upon all 
the great powers of the world. e 
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Everyone agrees, also, that Germany 
is an essential factor in the reconstruc- 
tion of continental Europe, but if the 
Russian machinery can be put in 
fairly good shape, the economic engine 
of Europe will reéstablish its rhythm 
and Europe will be on its feet again. 


SUMMARY 


To summarize, it is my firm belief 
that the general reconstruction of the 
world’s business may be and will be 
hastened by: 


1. Making up for the inevitable errors 
embodied in the Treaty of Versailles; 

2. Continuing to create and maintain a 
spirit of mutual confidence among the 
principal powers of the world; 

$. Creating of world machinery for inter- 
national credit, currency and exchange 
problems; 

4. Promoting an international “peace 
holiday” followed by immediate reduction 
of land armaments; 

5. Redistribution of raw materials so as 
to insure, as far as possible, the minimum 
indispensable to the life of every nation; 

6. Rechecking of international war debts 
on the basis of cost and not profit to the 
lending powers; 

7. Cancellation of that part of the inter- 
national war debts representing direct or 
indirect profit to the lending powers; 


Pay 


E have all heard much of the 

Treaty of Versailles and yet 
how many of us have actually read the 
Treaty and understood its various and 
complicated clauses? We have all 
heard it said that Germany is not 
fulfilling her obligations under that 
Treaty, obligations she was forced to 
sign, and that this non-fulfillment is 
owing not to Germany’s amngealy to 


8. Refunding of international war debts 
into long-period obligations whose maturity 
and payments of principal and interest, as 
well as rate of interest, shall be determined 
not according to general rules or policy, but 
after taking into account the resources of 
each debtor nations; principal and interest, 
when due, to be paid at the rate of exchange 
prevailing in 1914, and not, in any case, to 
exceed that prevailing when war loans were 
made. 

9. Revising of war reparations clauses so 
as to fix the amount to be paid in cash and 
goods independently of any other condition. 

10. Recognition of the Russian govern- 
ment under conditions established by joint 
conference of the powers represented at 
Genoa and the United States, a recognition 
which should be kindly and eagerly sought 
for by all. 


Above all else, to the restoration of 
Europe, restoration of confidence is 
essential. The Genoa meeting has be- 
gun the work for the reéstablishment 
of codperation and mutual respect and 
confidence. Let us hope that other 
peoples who have to their credit 
unblemished records of high, unselfish, 
unbiased achievements will, as soon as 
conditions will permit it, join hands 
with Europe and proceed together 
onward to the reconstruction of a 


Economic Reconstruction of Germany 


By Kari Lane 
Charge d’ Affaires, German Embassy 


fulfill, but to her unwillingness to 
fulfill the obligations imposed upon her. 
Now I cannot hope to put before you 
all that Germany has done in the last 
few years in order to show you in full 
how much Germany’s capacity in the 
fulfillment of the Treaty of Peace is 
limited and that Germany, however 
hard she may try, cannot go beyond 
os capacity, but I should like to give 
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a short outline of the actual situation 
as it is at the present day in Germany 
that you judge for yourselves and form 
your own opinion as to what Germany 
has done and what she can do in the 
future. 
Germany, as you know, is situated 
in the centre of Europe. Almost all 
European highways of commerce from 
the North Sea and the Baltic Sea to the 
south of Europe and between the east 
and the west of Europe have always 
passed through Germany. This fact 
~ alone shows how dependent upon each 
_ other are the nations of Europe in 
questions regarding transport, and in 
the same way each of the countries of 
Europe has always produced some mer- 
chandise of a_ peculiarly excellent 
quality favored in predilection by the 
others. Thus since olden times Euro- 
_ pean nations have been linked together 
by mutually buying and selling from 
each other. And since the United 
_ §$tates developed her natural resources, 
she also has participated in this in- 
ternational economic intercourse. 
During the last fifty years Germany 
had developed into one of the largest 
workshops of the world. In ever- 
increasing quantities she bought raw 
materials from other countries and 
was in this regard one of the best 
customers of the United States, from 
whom she procured enormous quan- 
tities of cotton, copper, grain, lard and 
other such commodities. These ex- 
ports of the United States to Germany 
amounted to more than 13 per cent of 
the entire export trade of the United 
States. The raw materials imported 
into Germany were there manufactured 
with the purpose of reéxportation. 
Even in the years before the War there 
was never an excess of exports over 
imports in Germany; a balance was 
always established by income on 
investments abroad and international 
shipping service. 
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IMMEDIATE EFFECTS OF THE WAR 


At the end of the War Germany 
found herself deprived of nearly every 
kind of raw material. Her foodstuffs 
were by far insufficient to feed her 
population, her soil was completely 
exhausted through the lack of fertilizers, 
her cattle were underfed and her popu- 
lation was starving in consequence of a 
blockade which was maintained for 
about nine months after the cessation 
of hostilities. To meet the most 
urgent demands for raw materials, 
foodstuffs and fertilizers, the trade — 
balance and the paying balance both | 
necessarily had to become unfavorable 
for Germany and will remain so for 
years. German private property in _ 
the victorious countries was expropri- 
ated. I may mention here that the 
United States so far has not joined 
these proceedings and if it adheres to 
this policy of regarding private prop- © 
erty as sacred, everyone will know in 
which country to invest his money _ 
where it will not be touched intheevent __ 
of international trouble’s occurring in © 
the future. Germany’s colonies were _ 
taken from her as well as rich parts of © 
her territory, such as the coal fields in 
Upper Silesia and of the Saar Valley, __ 
as well as her mercantile marine anda __ 
considerable part of the railway stock. _ 
With all these losses Germany is yet _ 
obliged to deliver to the allied nations 
continously large amounts of coal, dies, — 
chemicals, etc., without any reim- 
bursement whatsoever. Since the 
Treaty of Versailles up to April last 
the wealth of the German people has ¥ “a 
been cut down by not less than 
approximately 45 billion gold marks, 
made up as follows: 


Billion 
Gold Marks 
German property abroad liquidated... 11.7 
Tonnage handed over. .............. 5.7 
State property in ceded districts... . . 6.5 


Railway and traffic material handed 
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Billion 
Gold Marks 
Deliveries (non-military) in kind. ... . 5.8 
Forfeiture of German claims against 
Germany’s former war allies....... 7.0 
Saar coal mines... . . 1.1 


Deliveries of coal (value as per world 

Cash payments on reparation account. 1.3 

Miscellaneous items................ 3.2 


I do not think that this deficit finds 
a parallel in the history of nations. 
In this total the equivalent for the 
ceded West Prussian territory as well 
as Upper Silesia is omitted. If these 
two most essential items are included, 
an aggregate considerably exceeding 
100 billion gold marks will be reached. 
Also, the value of the lost colonies is 
not taken into account. Furthermore, 
the exhausted country is charged for 
the maintenance of the various com- 
missions of the victorious and creditor 
nations in Germany at the cost of the 
population. I may, for instance, men- 
tion the Reparations Commission which 
consists of 171 persons and the costs of 
which amount to 32 million marks a 
month. The commission which pur- 
poses the control of the disarmament 
of Germany costs no less than 2 
million marks a month and consists of 
about 1,500 persons. I quote these 
figures from a speech made by Lord 
Newton in the British House of Lords. 


Tue So-caLLeED GERMAN PROSPERITY 


Foreigners, however, traveling in 
Germany and getting only superficial 
glimpses of the conditions there, are 
easily led into a misconception of the 
true situation. Factories are running 
and very little unemployment is notice- 
able at present; one might even 


observe certain signs of luxury in the 
larger cities, especially in the hotels 
frequented by foreigners, who often 
come to the conclusion that a certain 


What 


prosperity exists in Germany. 
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is the real truth about this so much 
talked of prosperity in Germany? 
This prosperity is to a very great 
extent absorbed in a two-fold manner, 
non-existent before the war: (1) by the 
payment of reparations; (2) by the 
increased imports of foodstuffs owing to 
the decline of German agriculture. Let 
me put that somewhat more explicitly. 
The reparations paid by Germany 
during the course of the last year 
amounted to 1} billion gold marks. 
This sum is the product of work done 
during one year by a million German 
workmen and women. The imports of 
foodstuffs, greatly increased owing to 
the decline of German agriculture, and 
the loss of German territories amounted 
in value during the last year to 2 
billion gold marks and this, again, is the 
product of work done by a million 
Germans during one year. 

Thus millions of Germans have 
every year to work in order, to a 
certain extent, to bring about economic 
conditions as they were before the 
War. The work of millions of people 
is done and no compensation achieved. 
Thus whereas employment in the 
country may be widespread, it is 
anything but productive. As for the 
profits of Germany’s enterprises, they 
may be illustrated by the consideration 
that if a company distributes, for 
instance, a dividend of 20 per cent in 
paper marks, this is only 4 of one per 
cent of her plants constructed during 
the times of gold mark currency. A 
dividend of 100 per cent in paper 
marks would be only one-half of one 
per cent of the gold mark value of the 
plants. In the meantime, the index 
figures for the maintenance of a family 
in Germany in August, 1921, have 
reached 14 times those of the times 
preceding the War. In March, 1922, 
they were 32 times as great. Prices 
for grain were then 53 times as much 
as in August, 1914. The consumption 
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‘missing 


_ the money market. 


conditions in Germany, 
- necessary, first of all, to balance the 


of meat in 1921 was only 40 per cent, 
the consumption of bread only 24 per 
cent of that of pre-war times. ‘The 
standard of living of the German popu- 
lation is now far below the standard of 
that in any other European country. 
The middle classes, formerly the pillars 
of order and of intelligence, by whom 
formerly most taxes were paid, have 
suffered beyond description and are in 
a state of dissolution. 


DecLINE or GERMAN CURRENCY 


So much for the facts of the so-called 
present German prosperity. I may 
add a few words concerning the decline 
of the German currency. When the 
War came to an end, the value of the 
paper mark was only 40 per cent of the 
gold mark. Forced payments, ex- 
cessive imports over exports, could not 
be met by any other means but by 
selling marks abroad. This led to a 
permanent decline of the value of the 
mark, which in turn brought about a 
rise in prices, wages and salaries, thus 
increasing the demand for paper cur- 
rency in circulation. Ever since the 
reparation payments began, the decline 
of the mark value became still worse, 
for there was no other means for the 

German government to procure the 
amount due, but to buy 
dollars, pounds sterling or francs in 
No financial ex- 
pert in the world has been able as yet 


_ to give sound advice as to any other 
course of action. 


sound economic 
it would be 


bring about 


budget, but there, again, no expert has 
as yet been in a position to say how 
this could be done as long as the de- 
valuation of the mark continues. 
Germany has achieved a balance of the 
‘state railway and the postal budgets 
by increasing passenger and freight 
tates, by dismissing more than 40,000 
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employed, etc., and has abandoned 
the system of giving government food 
subsidies to help the poor, who are 
themselves unable to pay for what they 
need. In the budget for 1922 there 
were then 300 billion paper marks on 
the expenditure side. Of these ex- 
penditures, there were only about 100 
billions for the interior needs of the 
country and not less then 200 billions 
for the execution of the Versailles 
treaty. Since this budget has been 
drawn up, the renewed devaluation of 
the mark has almost doubled the above- 
mentioned expenditures. From this 
it appears that the balancing of the 
budget depends entirely on the rise or 
fall of the mark. If the mark falls at 
such a rate as in the last few months, 
it is impossible to follow with new 
taxes quickly enough to enable a 
balancing of the budget. Consequently, 
new paper marks must, of course, again 
be issued. This does not apply to the 
reparation budget which cannot be 
balanced at all under the present 
conditions. 
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TAXES q 


As for new taxes, the German taxa- 
tion is already the highest of all 
European countries. In an appendix 
to the note of the German government 
of January 28, are given taxation 
figures in Germany, France and England 
which clearly show that the German 
taxpayer pays a higher percentage of 
his income than the taxpayers in other 
countries. These figures were printed 
in the New York Journal of Commerce, 
April 6. Still higher taxes are not 
likely to bring greater revenues; they 
would only lead to a depression in 
business activity. 

According to the unanimous opinion 
of all impartial experts there is only one 
method for the economic reconstruc- 
tion of Germany and that is the speedy 
and considerable reduction of the ex- 
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aggerated reparation payments and a 
breathing interval for at least a number 
of years in which no payments ought 
to be made at all. Added to that must 
be a considerable loan, in which Ger- 
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Possibilities of the Economic and Financial 
Reconstruction of Austria 


By Epear L. G. Procuntx 
Charge d ’Affaires of Austria — 
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HE present state of affairs in 

Austria is the natural outcome of 
the liquidation of the world’s greatest 
war, a liquidation which responsible 
persons on both sides of the former 
contesting parties have by now realized 
and openly admitted to be a great 
failure, one of the greatest mistakes 
ever made in history. While all 
Europe has, as a matter of course, to 
bear for some time to come the dis- 
astrous consequences naturally ema- 
nating from a war of such dimensions 
and duration, Austria, in particular, 
was burdened with additional weights, 
so ponderous that they would have 
crushed even a strong and flourishing 
country just emerging from a period 
marked by a normal and prosperous 
development of its economics. Austria 
was expected to shoulder this burden 
at a time, when a protracted war, 
during which she was hermetically shut 
out from contact with the outer world, 
had entirely depleted her resources. 
When the war closed, there was no food, 
no coal, no raw materials in the country 
and the system of communication was 
at a breakdown. Austria, emerging 
from the war a bleeding, mangled 
body, was expected immediately to re- 
arrange her whole economic structure, 
to transform herself by magic power 
from a self-supporting country into one 
that could secure a livelihood for its 
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many hopes that the United States will 
take part, for it seems that a collapse 
of Germany and consequently of other 
European nations is inevitable if the 
United States continues to stand aside. 


population only through an extensive 
production and export, and this at a 
moment when there was hardly any 
means of production left in the country, 
and no solvent buyer stirring abroad. 


Economic Errects or New Bounp- 
ARIES 


Austria’s financial troubles first 
started with the fixing of her bound- 
aries. She has, indeed, the rare but 
sad distinction of being a country 
without boundaries, i. e., without 
natural, or ethnographic, or economic 
boundaries, suggesting in her outlines 
rather the tracings of a youngster who 
was left on a highchair playing with a 
map of Europe andsome colored pencils, 
than the cartographic reproduction of 
a geographical unit. 

Her troubles started, moreover, with 
the total lack of any plans which 
might have been adopted in order to 
mitigate, as much as possible, the 
disastrous results of the political 
dismemberment of the former Austro- 
Hungarian Monarchy, on the delicate 
structure of its economics. It was this 
total disregard of the economic inter- 
ests, manifested, for instance, in the 
nostrification of the notes of the former 
Austro-Hungarian Bank by the various 
countries which were created by the 
dismemberment of the former Dual 


Monarchy or to which territory of 
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ll said empire was transferred, that sent 
3€ the Austrian currency tumbling down. 
T The way in which the liquidation of the 
le former Austro-Hungarian Monarchy 


was transacted, could be justly likened 
to a settlement of an estate in probate 
or bankruptcy proceedings, which 
should open with a decree of final 
distribution, followed, six months after 
enforcement of this decree, by an order 
to ascertain the assets and liabilities 
involved. 

Austria suddenly found her whole 
industrial machinery thrown into hope- 
e less confusion. Entire branches of 
, industry were technically dismembered, 
‘ a process of dissolution which affected 
even individual corporations. Cotton 
_ manufacturing concerns, for instance, 
_ found their spindles separated from the 
Ny looms, the looms from the finishing 
plants and place of distribution. Al- 
insurmountable obstacles sud- 
 denly arose in the form of boundaries 
between steel manufacturing plants 
and the mines which used to supply 
them with coal and ore. The same 
state of affairs uprooted the whole 
system of trading and banking, the 

main offices being unable to get in 
touch or to transact business with 
their branch offices and affiliated 
companies. 

New boundaries dissected the rail- 
roads, regardless of system, leaving 
_ whole sections without terminals, points 
of junction, roundhouses or repair 
shops, and crippling traffic in Central 
Europe almost beyond any possibility 
of repair. The natural consequence 
was a tariff war between the Succession 
_ $tates waged with such intensity as the 
world has never before experienced. 

These were the general causes from 
which grew the present financial con- 
ditions of Austria. They are not 
_ mentioned here with any intention to 
 bewail spilled milk, or with any desire 
to prolong useless criticism of past 
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events, which cannot be undone. If 
the author has dwelt somewhat length- 
ily on this painful subject, he was 
prompted to do so by the belief and 
hope that almost all nations, neutrals 
as well as those directly concerned in 
the last big strife, are beginning to 
realize that Europe, nay the whole 
world, cannot be brought back to 
normal conditions unless they all pick 
up sufficient courage to attack the 
malady at its core, and to sound the 
wound as deeply as they can possibly 
stand the pains. wae 
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The signing of the Armistice, as you 
know, did not mean for Austria the 
end of her sufferings. The grim work 
of the Reaper did not cease when the 
Austrian people laid down their arms. 
Death, it is true, no longer looked for 
its victims on the battlefields, but 
invaded the peaceful homes of the 
Austrian people, where women and 
children and the aged, weakened by 
long privations, fell an easy prey to the 
merciless strokes of his scythe. Austria 
had to face a most difficult food 
problem, which was another factor, or 
rather, the main reason for the disorder 
into which the Austrian finances were 
thrown. This food problem made it 
impossible to establish even the sem- 
blance of a budget. I am well aware 
of the fact that the ways in which this 
problem was handled met with criticism 
from many sides, especially from those 
who believed in abolition of food con- 
trol by the government. I think, 
however, that the future will acknowl- 
edge the wisdom of this measure, as . 
the first years after the Armistice a free | 
trade in food supplies would un- 
doubtedly have meant starvation for 
at least two-thirds of the population, _ 
unable to cope with the skyward move _ : 
of the prices. I hardly believe thatin 
the first may four months after the 
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War private concerns could have 
obtained the necessary food supplies 
through purchase abroad. 

But the mere fact that Austria had 
to buy food abroad, i. e., to pay with 
gold-edged securities, must needs have 
a depreciating effect on her currency, 
since there was no means of counter- 
balancing this ever-increasing liability 
by an halfway adequate export. The 
more food was bought, the larger 
grew the margin between the Austrian 
kronen and the gold standard; and the 
more the Austrian kronen sank in its 
purchasing power, the faster the note 
press had to work. The Austrian 
government and its advisers well knew 
that salvation could not be found in 
keeping the printing presses well 
greased and running at full capacity, 
but, in the absence of other efficient 
ways and means of replacing this 
faulty system, it had to be kept up, in 
order to prevent a general breakdown 
accompanied by starvation and _ all 
kinds of political and social upheavals. 

As you may know, the system of 
selling bread and flour to the people 
at a cost far below the purchasing price 
created an ever-growing deficit, which 
threw the budget into disorder and 
made futile any effort to bring about 
some semblance of a balance between 
revenues and expenditures. This sys- 
tem has since been abandoned, but not 
very much was gained thereby, as wages 
and salaries had to be accordingly in- 
creased to enable the employes to keep 
pace with the skyward move of the cost 
of living. People engaged in trade, 
agricultural production, or manufac- 
turing of goods, automatically raise 
their earnings with the increasing cost 
of living and, vice versa, increase the 
cost of living by their constant demand 
for higher wages. The whole brunt of 
the catastrophe is, therefore, weighing 
on that class of the Austrian population 

which derives its means of livelihooc 


E AMERICAN ACADEMY 


from fixed salaries, pensions, rents, 
interest on savings account, and re- 
muneration for professional services 
and intellectual work. This class of 
the population, crowded together in 
the cities, particularly in Vienna, and 
falsely and unjustly styled the unpro- 
ductive class, offers under the present 
state of affairs one of the most trying 
problems in the solution of Austrian 
financial difficulties. 


GOVERNMENT EMPLOYES 


We have repeatedly heard in the 
last few years the slogan: “Away with 
the many government employes, for 
what does a country as small and poor 
as Austria need with so many officials, 
who merely are unproductive con- 
sumers?” This battle cry, invented 
by somebody in the crowd, has been 
thoughtlessly picked up and sung in 
many variations. A census of govern- 
ment employes was given out, and the 
stupendous figure of over 200,000, nay 
almost 250,000 was named, and com- 
pared with those of bigger countries, 
where not nearly as many people are 
employed in the public machinery. 
The government of Austria was urged 
to reduce the number of government 
employes, and, in the hope of cutting 
the expenditures, actually took up the 
problem of demobilization of the public 
workers. 

But soon the fallacy of the ex- 
aggerated statements became apparent. 
People had overlooked the fact, that 
over 60 per cent of these state employes 
are engaged in the operation of rail- 
roads, telegraphs and telephones, which 
means of public utilities are, as you 
know, managed in Austria by the 
government. Such people would not 
be called officials if the railroads, tel- 
egraphs and telephones were operated 
by private concerns as in many other 
countries. All the judiciary apparatus 
is governmental; the greater part of 
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the personnel engaged in public educa- 
tion, i. e., the teachers and professors 
in the high schools and universities, 
are government officials. There are 
industrial enterprises (the salt and 
tobacco monopolies for instance) 

which the government is concerned 
and the people engaged therein are 
called officials. Furthermore, a vast 
extent of public forests is taken care of 
by government foresters. There is, 
also, the small but costly army with 
which against her wish and_ will 
Austria was presented by the signa- 


tories of the Peace Treaty of St. 
Germain. Finally, included in the 


stated number of officials are the state 
police and constabulary and so forth. 
If all these persons were dropped from 
the list of civil service, there would 
remain a comparatively small number 
of officials in the proper sense of the 
word, too small to have a bearing on 
the problem in question, even were 
reduction to be carried out to a degree 
of entire abolition of the whole ap- 
paratus of public administration. 
The inflation of paper money, the 
sinking of the exchange value of the 
Austrian kronen, cannot be remedied 
by mere cut of expenditures in the 
budget and by increase of the state 
revenues. The taxes have been and 
still are considerably increased. The 
rates of public utilities have reached 
prohibitive heights. What is the 
result? The people need more and 
more paper money, and the govern- 
’ ment receives in its coffers mountains 

of money, which it has manufactured 
only shortly before. 

Austria may through internal meas- 
ures and her own efforts contribute 
to some small degree toward her 

economic and financial reconstruction, 
but the most essential aid is the help 
from outside, in form of credits. I am 
convinced that - one of the signa- 
tories of the Peace Treaty of St. 
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Germain believed for a moment, at the 
time of the signing of that document, 
that without this financial help Austria 
could maintain an independent exist- 
ence. 


al 
CREDIT, THE KEYSTONE OF THE - 
SITUATION 


The whole question of the rehabilita- 
tion of Austrian finances hinges on 
credit. To enable the realization of 
such credit, Austria will have to pledge 
her assets which were, or at present 
still are, encumbered by claims of 
various countries secured partly under 
the title of reparations, partly under 
the title of relief. All these claims have 
to be deferred, and, as is well known 
the United States of America has only 
recently, in that true spirit of generosity 
so traditionally characteristic of all 
acts of this great nation, come to the 
assistance of Austria and blasted a way 
toward the country’s rehabilitation. 
I refer to the Joint Resolution re- 
cently passed by Congress and signed 
by the President, which, under certain 
justified reservations, empowers the 
government of the United States to 
defer certain liens held against the 
Austrian assets. 

Credit is a matter of confidence, not 
only in the political and social stability 
of a country but also in its possibilities 
for a favorable economic development. 
As far as social and political stability is 
concerned, I do not think that any 
apprehension can still exist today in 
regard to Austria. Austria had to 
maintain her equilibrium in worse 
times, when the waves of most re- 
actionary social perturbations were 
surging and tossing against her bound- 4 
aries. All careful observers of the 
conditions in Austria must admit that 
this country offered a barren soil to 
revolutionary sowing. Yet the Aus- 
trian people in overwhelming majority 
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would lead to any unfavorable reaction. 
They are most desirous to work out 
in peace the difficult economic problem 
facing them. The government, in 
fact all the governments in force there 
since the conclusion of peace, is guided 
by the unshakable conviction that 
Austria has strictly to adhere to obliga- 
tions imposed on, and accepted by her, 
with the signing of the St. Germain 
Treaty. 

This principle is the keystone on 
which Austria’s policy is built up. 
Austria realizes that she must maintain 
this attitude for mere self-defence, if 
for no other reasons. The Austrians 
do not think for a moment of shoulder- 
ing responsibilities for a failure in 
compliance with assumed obligations, 
only to be blamed, when matters do not 
come out as is generally hoped. Austria 
has within the last two years in her 
legislative measures placed her whole 
internal structure in conformity with 
these obligations. She has never 
opposed herself to the demands and 
requirements made by the powers, and 
has in this respect in some cases gone 
even so far as to swallow her national 
_ pride, and tolerate infringements on her 
sovereign rights. 

This loyal attitude deserves consider- 
ation. With some leniency in the 

execution of the treaty provisions, 
especially in the economic and financial 
clauses, the financial difficulties of 
Austria could be considerably alleviated 
and her credit strengthened. It is 
essential for the rehabilitation of 
Austria that she finally cease to be 
regarded as the successor of the former 
Austrian Empire, burdened with fate- 
ful inheritance. There is no reason 
why she should not, like the other 
_ Succession States, be treated as a new 
republic recently arisen from the 
dismemberment of the Dual Monarchy. 
The outlook for her future would at 


once assume a brighter aspect. 
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POSSIBILITIES OF CREDIT 


Hand in hand with the efforts to 
secure adequate credit should go a 
tendency to establish a wider base for 
this credit. Austria alone may be too 
small to offer a broad enough base for 
an extensive rehabilitation plan, or 
sufficient securities for a credit opera- 
tion on a large scale. She must needs 
be inserted into a bigger economic 
body. As she is not permitted to form 
a union with Germany, she must at 
least look for an economic attachment 
among her neighbors. The most 
natural thing is an economic approach 
to those countries which once formed 
with her the Dual Monarchy, as there 
undoubtedly exists an economic affinity 
between them, even if the justification 
for a political union or confederation 
has been disapproved by the latest 
events. This necessity has already 
made itself felt, not only in Austria 
but also in the neighboring countries. 
A considerable step forward has been 
made in the Conference of Rome and 
Portorose. Matters cannot be rushed, 
but the results achieved there are 
greater than generally realized in 
America. 

The two most industrially progres- 
sive parts of former Austria-Hungary, 
Czechoslovakia and Austria, for in- 
stance, have already found a way to 
overcome their differences, and to 
establish closer ties in their mutual 
economic relations. They have thus 
formed a nucleus which will irresistibly 
draw other neighboring countries into 
a knot of common economic interests. 
I see before me a gradual expansion 
towards éast and west of this economic 
affiliation, regardless and in spite of 
political boundaries. Moderneconomic 
developments are fast teaching us to 
forget our atavistic tendency to see in 
political boundaries the confines of 
common interests. 
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I therefore believe that the economic 
and financial rehabilitation of Austria 
will best be effected by being included 
in a general systematic plan, embracing 
the reconstruction of whole Europe. 
And I furthermore believe that this 
much-talked-of credit should be raised 
‘and distributed among the needy 
countries only in conformity with this 
systematic plan of mutual economic 
codperation, if the invested funds are 

to be properly insured. 

And now, you will ask me, what will 
be attained in Austria with credit? 
_ All financial experts agree that the 
_ first step to be made is the stabilization 
_ of the currency, or better, the rate of 
exchange. I shall not enter into details 
inregard tothe solution of this problem, 
as this is reserved for the world’s 
_ greatest financial authorities. The 
_ next purpose of credit is to help to 
bring Austria’s natural resources to 
_ better account: to increase her agri- 
cultural capacity, thus reducing a great 
_ item on the debit side of her trade 
- balance; to exploit her vast supply of 
heretofore undeveloped water power, 

thus eliminating the tremendous costs 
of her coal imports, and to revive 
industrial production, export and so 
forth. 


What are Austria’s assets, the securi- 
ties she is able to offer? The answer is, 
her natural resources and the labor of 
her population. These are the working 
capital left to Austria with which to 
- build up her future. Austria’s exist- 
ence will be secured at the moment 
_ she is able to counterbalance by trade 
the deficit in her food supplies. Austria 
will never be able to grow all her 
supplies within her own boundaries. 
I am aware of contrary opinions, 
substantiated by statistical figures. A 
careful examination of them, however, 
reveals errors, as, for instance, figuring 


Austria’s SECURITIES 


RECONSTRUCTION IN AUSTRIA 


on a base of war rations, or neglect in 
allowing for seeding and waste in 
milling. I think that even under the 
most favorable conditions 25 per cent, 
at least, of the country’s needed food 
supplies will have to be secured from 
abroad. Now this means a heavy item — 
on the debit side of its trade balance. ? 
Austria’s trade and industry, however, 
could be slowly and gradually stretched 
to cover this liability. 

I shall briefly point out the possibili- 
ties. Austria has an old, established 
and far-advanced steel industry, offering 
great opportunities for further expan- 
sion; she has a paper industry capable 
of producing twice the quantity needed 
for home consumption; her wood- 
working industry is utilized far below 
capacity. The same is the case with 
the chemical industry. In this con- 
nection I must not forget the leather § 
industry, especially the manufacture — 
of fancy goods, in which Austria and 
Vienna in particular take a leading — 
place. All these industries will be — 
greatly benefited by a gradual ex- 
ploitation of the two millions H. 
of as yet undeveloped water power. — a3 
There are, moreover, the Austrian — 
Alps, conducive as the Swiss Alps, to | 
cattle raising on a large scale, and the + 
- manufacture of dairy products. 

One of the greatest assets of Austria, — 
however, is her geographical location. 
Austria, in particular her capital, a 
the natural exchange for the trade 
between the western countries and the 
Near-East and Russia, and for the tran- 
sit from north to south. Vienna has 
not attained her importance through 
artificial means, but has developed _ 
naturally to her present position asone — 
of Europe’s most important capitals,on —__ 
strength of her location. It would take a 
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of Vienna as a central junction of the _ 
main lines of Europe’s railway-system 
and as the greatest harbor on the ‘oan 
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Danube, where goods flow in through 
easy channels of communication and 
can find an easy and cheap way to 
further distribution into ‘the Balkan 
countries and the shores of the Black 
Sea. Due to this fortunate location a 
particular branch of jobbing has for 
many generations established itself in 
Vienna, specializing in the eastern 
trade and generally recognized as 
unsurpassed in its efficiency. This 
plan of developing Vienna into one of 
the most important jobbers of Europe 
is deserving of due consideration. 
When we look closer to the chances and 
possibilities of Austria’s future, things 
look at once bright and cheerful. All 
Austria needs in order to effect this 
necessary transformation of her eco- 
nomics, is assistance in developing her 
resources. In other words, she needs 
credit, and only credit can save her. 
She must be carried over the time 
which is needed to rearrange her whole 
economic structure. England, France, 
Italy and Czechoslovakia have, as you 
know, recently come to her assistance 
with advance credits, the forerunner, 
it is hoped, of the great systematic plan 
of rehabilitation. 


Industrial and Financial Situation in 
Great Britain and Its Remedies | 


fundamentals of the British 

position, fortunately, are very 
simple. They scarcely need to be 
stated, much less to be examined in 
detail, especially since the important 
events and movements which take 
place in England are generally very 
fully reported in the American press 
and followed by the American business 
public almost as closely as the situation 
in the United States itself. However, 
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PARTICIPATION OF AMERICA 


But one dark spot on the horizon is 
the absence of the United States of 
America from among the powers 
planning the reconstruction of Europe. 
It does not behoove me to comment 
on the advisability or non-advisability 
of America’s active participation in 
this work under present circumstances. 
I do wish, however, to voice a general 
hope that the time is near when the 
events and conditions in Europe will so 
shape themselves that the wise leaders 
of America will consider the proper 
moment come to ascend the steps 
leading to the supreme bench reserved 
to the “arbiter mundi.” This wish is 
expressed in consciousness of the great 
moral influence which such a decision 
would have on the whole world, for 
there is undoubtedly no power on 
earth, which with a clearer conscience 
could take over this exalted function 
of a Righter of the World, as the 
United States of America, fully im- 
partial to all kinds of petty jealousies 
and selfish reasons, and partial only to 
the welfare and interests of mankind, 
justice and genuine lasting peace. 


it is sometimes useful to restate 
fundamental facts, especially when you 
are considering remedies for existing 
evils, or endeavoring to find ways and 
means of meeting difficulties with 
which you are confronted, and that 
must be my excuse if I should appear 
to be too elementary in what I say. 
An official estimate made a little 
before the outbreak of the European 
War indicated that we had in Great 
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Britain and Ireland a total population 
of a little over 46 millions to an area of 
120,651 square miles and a density in 
England and Wales of 618 persons to 
the square mile. That is an elementary 
fact but impressive when you think of 
what it means. The growth of this 
population has synchronized with and 
been caused by or based upon the 
rapid growth of machine industry. 
For the sustenance of this population 
(and of the livestock maintained in the 
country) the United Kingdom im- 
ported in the year 1913 under the 
general heading of Food, Drink and 
Tobacco, goods to the aggregate value 
of £295,000,000 or, at $5 to the £, 
about $1,475,000,000. The tobacco 
imported might, perhaps, be regarded 
in the nature of a luxury, and it is 
obvious that, in this country, most 
people would be inclined to place a 
considerable proportion of the imports 
of drink as in the luxury class. At 
a pinch, considerable reductions could 
doubtless be made in the quantities of 
actual solid foodstuffs brought from 
overseas, and considerable reductions 
were made, in point of fact, during the 
war years when the tonnage for trans- 
portation was limited and when the 
resources of the population were being 
progressively limited by the stress of 
the war. It remains true, nevertheless, 
that the United Kingdom cannot 
support her large population on her 
own domestic food resources, but has 
been and will continue to be obliged to 
purchase enormous quantities of grains, 
meats and other provisions from over- 
seas countries. These food supplies 
are paid for, in part, by shipping and 
financial services rendered to overseas 
countries and by the annual interest 
on British overseas investments, but 
in the main they are paid for by ex- 
ports of manufactured and partly 
manufactured articles supplemented 
by the exports of coal. As the Prime 
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Minister recently stated at Cannes, — 

“Britain lives by her exports.” 

Now, the production of manufac- 
tured goods renders necessary a very 
large annual importation of cotton, 
iron ore, copper, wool, lumber and 
other raw materials of industry. In 
1913 the total value of our imports of 
raw materials and articles, mainly 
unmanufactured, reached a total of — 
£269,939,720 or, approximately, $1,- 
350,000,000, and these imports had to 


be paid for by further shipments of the __ 


products of industry. 
Of course, a large proportion of the 


output of British factories is absorbed — 


by the domestic demand created by a 
population of over 46 million people. 
The domestic market is a_ highly 
important market from the point of 
view of the British manufacturer. 
He regards it as, and it is, the sub- 
stantial groundwork of national in- 
dustry, but the purchasing power of 
the population is vitally affected by 
and, in the final analysis, ne 


upon a flourishing overseas trade. 


the real key to the position and pros- 
perity of Great Britain over a series — 


of years is her exported surplus of * 
manufactures and the volume of her | i 


earnings for shipping freight, insurance, 
financial and other services—her over- 
seas balance in fact. 

A short consideration of the position 
of her great export industries will, there- 
fore, give you a fairly clear idea of her 
industrial and financial situation. All 
her industries were seriously damagetl 
by the War, damaged to an extent only 
too keenly felt by those actually en- 
gaged in and dependent upon them, 
but scarcely appreciated abroad. A 


very heavy decrease took place, for 


example, during the war period, in the 


actual output of all industries which _ 


were not considered strictly essential 
for war purposes. 


The ranks of their — 


laboring forces were thinned by suc- | 
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cessive drafts upon their men, either 
for service on the firing line or for 
diversion to the production of war 
requirements. Their supplies of raw 
materials were progressively curtailed, 
and, with the exception of the shell 
factories, there were only two groups 
of industries, namely, the metal and 
the chemical industries, in which the 
number of men employed during the 
war period showed an increase. The 
output of these two industries, it need 
searcely be added, was entirely de- 
voted to war purposes. 

The coal-mining industry suffered 
with particular severity, not only 
because the labor engaged in it was 
seriously curtailed, over half a million 
miners having been called to the colors, 
but also because such a seriously 
diminished mining force could main- 
tain output at a reasonably safe 
level only by working the easily won 
coal and leaving the more difficult 
seams to be worked when the War was 
over. Hence, an enormous amount 
of new and difficult development work 
has had to be undertaken in the coal- 
mining industry since the Armistice, 
as an essential prerequisite of increased 
coal production. The depreciation 
of plant and the shortage of tubs 
presented additional difficulties in this 
industry which could be only gradually 
overcome. 

I think it is unnecessary to go into 
further detail on these matters, and I 
mention them only to show what 
strious problems confronted British 
industry after the War was over. It is 
not an exaggeration to say that the 
export trade had been practically 
allowed to go by the board, more 
especially the trade with distant mar- 
kets which would, in any case, have 
required the use of considerable ship- 
ping tonnage for its maintenance. 

Then the reabsorption into industry 
of the armies which had been fighting 
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in France, in the Near East, in Mesopo- 
tamia and other battle fields presented 
the gravest difficulty, because it was 
found impossible to demobilize them 
in accordance with reviving require- 
ments of industry. The Ministry of 
Reconstruction had worked out a very 
carefully laid plan of demobilization 
under which we were to demoblize 
first of all the men who belonged, or 
had before their war service belonged, 
to the pivotal industries upon which 
the industrial pyramid stands, and 
then the men belonging to the next 
higher important industries, and so on, 
until we completed the pyramid; but, 
in order to do that, we should have had 
to demobilize, in the first place, the 
very men who had been the last to be 
called to the colors, and that did not 
satisfy the men. The men who had 
been first called to the colors were not 
willing to agree that those who had 
come last should be the first to be 
discharged. The situation became so 
difficult that the whole demobilization 
scheme of the Ministry of Reconstruc- 
tion had to be scrapped, and the troops 
had to be demobilized according to 
regiments—in an unregulated way, so 
far as the industrial situation in the 
United Kingdom was concerned. 

All these and other factors, including 
the increased difficulty of securing 
certain raw materials even at inflated 
prices, and the vitally important 
difficulty of regaining old markets or 
finding new outlets for industrial prod- 
ucts, seriously retarded reconstruction. 
Some of them have been partially 
overcome, but some, such as the 
question of markets and of effective 
demand from foreign countries, have 
increased in difficulty in the meantime. 


CoaL AND OrHeEerR INDUSTRIES 


The question of coal supply and of 
coal exports is one of peculiar im- 
portance in the British industrial and 
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commercial situation. The total out- 
put of British coal in 1913 was about 
287 million tons, of which 94 million 
tons were exported as cargo and 
bunkers. In no single year during the 
War or since did either the output or 
the exports again reach those figures. 
Delay in recovery is due to some ex- 
tent to the factors I have already 
mentioned, namely, the practical ex- 
haustion of the more easily worked 
seams and the depreciation of equip- 
ment, but it is due far more to labor 
disturbances and controversies re- 
garding the organization and national- 
ization of the industry. A strike which 
took place in 1919 is held responsible 
for a loss of about 14 million tons of 
coal, while the loss entailed by the 
strike of last summer is quite incalcula- 
ble. One result of that strike was 
that the total output in 1921 was the 
lowest recorded for thirty-five years, 
amounting only to 163} million tons 
as compared with 229 million tons in 
the previous year and 287 million in 
1913. It is interesting here to note a 
somewhat encouraging change which 
has taken place in the cost of coal 
production since the mines have been 
restored to private operation. During 
the first three months of 1921 the net 
cost of production, excluding capital 
charges, was forty shillings a ton, wage 
costs representing 29/8 a ton and 
other costs 10/7. Work was resumed 
in the mines after the strike, in July. 
The number of men employed in the 
industry was reduced between then 
and November by about 160,000 and 
by the end of the year the cost of 
production in Great Britain as a whole 
had declined from forty to twenty 
shillings a ton. Output per man was 
also increasing and the prospects in 
many of the coal fields had greatly 
improved. Another encouraging sign 
was a marked revival of foreign de- 
mand for British coal and a consequent 
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unsatisfactory year in 1921 but whi 


increase in exports, which are still, 
however, far below the 1913 level. ; 

In most other industries, also, the — 
year 1921 was one of unexampled 
depression. Stagnation in the iron 
and steel industry which the coal 
stoppage had brought almost to the _ 
verge of collapse may be appreciated _ 
from the fact that the total output of 
pig iron for the whole year amounted | 
to only 2,611,000 tons as against 7,- 
967,000 tons in 1920 and 10,200,000 
tons in 1913, while the production of _ 
steel ingots and castings which stood 
at 7,665,000 tons in 1913 reached only 
3,625,000 tons in 1921. The chief 
cause of these declines was a rapid | 
drop in prices, which set inat the very _ 
beginning of the year and continued on _ 
the downward grade until December. _ 
Exports of pig iron in 1921 were only 
one quarter of those in 1920, but the | 
exports of finished iron and steel, on — 
the other hand, showed a tendency to 
increase. The present outlook is 
somewhat more encouraging as there | 
are large postponed railroad and other — 
requirements to be filled and a further 
reduction of fuel and transportation 
charges is to be expected. * 

Similarly, in the textile industries, | 
which together give employment in | 
normal times to well over a million 
persons and which account for about 
one-third of British export trade in 
manufactured goods, the record of 
1921 has been one of severe depression, __ 
short hours and unemployment. So | 
far as the cotton industry is concerned, 
wide fluctuations in the price of raw 
cotton prevented steady production. — 
Since the close of the year, however, 
some slight improvement is noticed in 
certain standard lines and a stronger 
export situation is developing. Ob- | 
servations of the same generalcharacter 
might be made about the woolen 
trades, which passed through a very _ 
ch 


d 
n 
of 
y 
nh 
e 
r 
q 
h 
1 
| | 
| 


have somewhat brighter prospects 
now, chiefly because of the progressive 
exhaustion of stocks of high priced 
goods, the cheapening of raw material 
and of fuel costs and because of post- 
poned demand. 

The shipbuilding industry accounts 
in normal times for an important 
proportion of our export trade. It is 
an industry in which Great Britain has 
held the lead for a long time. In 1921 
its actual tonnage launched reached 
about 1,600,000 tons as compared 
with 2,150,000 tons in 1920. Un- 
fortunately, however, these launch- 
ings represented the completion of old 
contracts and the new orders received 
in British yards were scarce and 
comparatively small. This is by no 
means surprising when one considers 
the reduction in world-trade, the conse- 
quent state of the freight market and 
the fallen values of mercantile tonnage. 
Hopes for the future in the shipbuild- 
ing industry of Great Britain are 
based upon the age and condition of 
much of the tonnage now in operation 
as well as upon the expectation of a 
definite, if slow, increase in interna- 
tional traffic. 


UNEMPLOYMENT AND REMEDIES 


These short sketches of the condi- 
tion of some of our most important 
export industries in 1921 taken together 
present a gloomy picture and it would 
be still more gloomy if I referred to the 
unemployment of labor springing from 
the conditions in the industries I have 
touched upon and similar conditions in 
most other trades. Unemployment, 
in fact, has been one of our most 
serious political as well as_ social 
problems during the past nine or ten 
months. The actual figures of un- 
employment are not in my possession, 
but I understand that they amounted 
to some 2,000,000 persons out of work, 
and there are abundant indications 
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that the situation has been and still 
is a serious one—so serious that 
Parliament, although recognizing that 
its cure depends upon the energy and 
application not only of the workers in 
the United Kingdom, but also of those 
in countries to which the United 
Kingdom sells its products, has 
nevertheless felt it necessary to adopt 
certain measures of relief. A special 
session of Parliament was called in 
October, 1921, to deal with this very 
question, and agreed to vote funds in 
aid of various kinds of relief work then 
in existence. It was agreed, for ex- 
ample, that the central government 
would guarantee 60 per cent of the 
wage bill incurred by local authorities 
in carrying out certain approved works. 
This measure alone has resulted in 
work’s being provided for more than 
100,000 men for varying periods. The 
central government also consented to 
make grants towards the interest and 
sinking fund of loans raised by local 
authorities for works of public utility 
which would provide employment for 
the workless. An important act was 
also passed called the “ Trade Facilities 
Act,” which authorizes the British 
Treasury to guarantee the payment of 
loans in respect to capital undertakings 
in Great Britain or of the purchase in 
Great Britain of goods to be used in 
capital undertakings abroad. 

These remedial measures have all 
helped materially to reduce the vol- 
ume of unemployment. Late in March 
the number of workers out of employ- 
ment stood at the lowest figure for 
many months, but, as I have just said, 
it is fully realized that these measures 
are only temporary (and very costly, 
involving an outlay of more than 
$1,000,000) expedients and that the 
real remedy lies in restoring effective 
markets and so keeping the wheels of 
industry in constant motion. = 
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was exercising a growing influence and 
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Bricuter ASPECTS 


Up to the present I have been dwell- 
ing upon the gloomy, dark side of our 
situation. Let me turn now to the 
silver lining of the cloud. One does 
so with relief, even though the silver 
lining be as yet but a very narrow 
margin of brightness on the cloud’s 
edge. You may perhaps be surprised 
to hear me say that one factor that 
goes to make up the silver lining is the 
recent development of the British 
labor situation. Labor is usually 
referred to as presenting the darker 
side of the British position and accus- 
ing fingers are often pointed at the 
coal miners and transport workers 
whose strikes, since the Armistice, 
have done so much to retard and 
hamper the return of British prosperity. 
I cannot myself take any very definite 
side on this controverted topic, but, 
on whichever side the blame for those 
disastrous stoppages of work lay, it is 
certain that the depression and lack 
of employment and privation brought 
by the year 1921 has taught us useful 
lessons and helped us over many an 
economic and social fallacy. In 1921, 
labor, like the other members of the 
industrial partnership, went through 
the depths of depression. Undesirable 
and unregulated tendencies which had 
appeared during the previous period 
of giddy prosperity were definitely 
checked. There was never, I think, 
any real danger that British labor, as a 
whole, would subscribe to communistic 
principles, although an extreme section, 
or left wing, of labor undoubtedly did 
entertain Bolshevistic ideas, just as 
similar ideas were entertained almost 
eighty years ago when the country had 
to cope with the Chartist movement. 
But if communistic notions did not 
find full acceptance in their entirety 
among British labor, the extreme left 


methods of “direct action” were 
gaining ground. Such methods were 
actually adopted in the coal strike of 
last summer when the safety men were 
withdrawn from the mines. But, 
while the British people are very 
sympathetic to just claims of labor, 
they have no sympathy with Bolshe- 
vism in any shape or form, and the 
result of the coal strike, as well as of 
the serious labor disturbances which 
preceded and led up to it, has been a 
signal defeat for the extremists and 
direct actionists and a vindication for 
the saner leaders of the Trade Union 
movement who had opposed extreme 
methods all along. 

Our overseas trade is showing signs 
of healthy improvement though, of 
course, it cannot regain a normal, 
satisfactory, condition until peace has 
been fully restored in Europe and Asia. 
The general financial position seems 
satisfactory as we may gather from the 
reductions in the bank rate and the 
law rates for money now prevailing. 
You are as familiar as I am with the 
fact that our national revenue and our 
national expenditure, in spite of the 
great difficulties I have touched upon, 
have not only been balanced but that 
provision has been and is being made 
for some reduction of debt and for the 
payment of interest on the loans con- 
tracted for the assistance of our allies 
in the War. It was, as you know, the 
settled policy of the British government 
during the whole period of the War to 
finance as much as possible of the war 
expense out of actual revenue and it 
succeeded in so financing a large 
proportion of that expense, notwith- 
standing its enormous dimensions. 
Thus in the year 1916 the revenue 
amounted to 21 per cent of expenditure 
and in 1919 to as much as 33 per cent. 
In the table on page 32 is a statement 
taken from a recent British publication 
showing the total annual expenditure 
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‘Toran Expenprrure anp Revenve or tae Unirep Kivepom anp THe ReLation 


Year Ended March 31 Expenditure Revenue Resities 
Per cent 

pal dns 1,195,000,000 1,426,000,000 119.3. 


and the total annual revenue of the 
United Kingdom for each fiscal year 
since 1914 and the relation between the 
two. You will observe from that table 
that the revenue which stood at 198,- 
000,000 pounds, or $990,000,000, in 
1914 grew to 1,426,000,000 pounds, 
or %7,130,000,000, in 1921. This, I 
think, may be regarded as a very 
noteworthy achievement in the cir- 
cumstances. 


One may also derive some encourage- 
ment. from the last budget statement 
just made by the Chancellor of the 
Exchequer, in which he felt that the 
situation in Great Britain had so much 
improved that he was able to give 
substantial relief in connection with the 
income tax and a few other of the 
most onerous burdens borne by the 
British people during the last several 
years. 


Bureau of Foreign and Domestic Commerce, Washington, D. C. 


OLAND, with its fiduciary cur- 

rency inflated to more than 250 
billions of marks and depreciated to 
approximately the thousandth part of 
its nominal value, is frequently held up 
as a classic example of bad financial 
management. Apart from Russia and 
Austria, there is no country whose 
currency is so depreciated. However, 
despite her unfortunate currency situ- 
ation, Poland is making very real 
economic progress. One is, therefore, 
forced to the conclusion that there are 
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other factors more important in de- 
termining the economic situation of a 
country than its currency. 

The Germans, during their occupa- 
tion of former Russian Poland, in- 
troduced a currency identical in nomi- 
nal value with the German mark and 
guaranteed by the German Imperial 
Bank. When Poland became inde- 
pendent, she began issuing currency 
of her own, bearing the same name, 
but carrying the inscription: “The 
Polish Government assumes the re- 
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sponsibility of exchanging this note for 
the future Polish currency at a rate to 
be established by the Diet.” 

At the outset of Poland’s national 
lie, the amount of German paper 
marks in circulation, together with the 
equivalent value of crowns, roubles 
and other paper money still circulat- 
ing in certain parts, was in the neigh- 
borhood of 3 billion marks. By 
January, 1920, the amount had been 
increased to about 8 billions; by 
January, 1921, to 50 billions; by 
January, 1922, to 230 billions; and by 
April 1, 1922, to 251 billions. During 
1920, the amount outstanding in- 
creased about six-fold; during 1921, 
about four-fold. 

Up to the end of 1921, much the 
greater part of the expenditures of the 
Polish government were met by the 
issue of paper money. According to a 
recent statement of the Finance Min- 
ister, the total expenditures from the 
beginning of the independent existence 
of Poland, toward the close of 1918 up 
to the end of 1921, were 324 billions 
(for the most part only the excess of 
expenditures of railways and certain 
other government enterprises over 
their receipts was included in this 
amount), and the revenues, 102 billions, 
leaving a deficit, covered by internal 
loans and, for the larger part, by paper 
money, of 222 billions, or 69 per cent 
of the expenditures. As more fully 
pointed out later, there has been a 
great improvement in the budget 
situation during recent months. 

As the natural result of this great 
multiplication of the circulating me- 
dium in Poland, its value both within 
the country and in foreign exchange 
has fallen enormously. Prices have 
mounted by leaps and bounds. The 
normal ratio of marks (that is, German 
gold marks) to the dollar is approxi- 
mately four. By January, 1920, it 
took 128 Polish marks to buy a dollar; 


by January, 1921, 750; and in Septem- 
ber, following a toboggan-fall during 
the summer, the rate reached about 
7,000 to the dollar. Since that time 
there has been an improvement. At 
present, the rate is in the neighborhood 
of 4,000, or one-thovsandth of the par 
value. 


Causes OF INFLATION 


Spectacular as has been this inflation 
and depreciation of the Polish cur- 
rency, there was more excuse for it 
than many people have been inclined 
to allow, and, on the other hand, its 
effects, although serious, have been 
less catastrophic than many have 
supposed. 

It would have been unreasonable to 
expect the new Polish State, under 
the extraordinary conditions which 
confronted it during the first two or 
three years of its existence, to raise 
sufficient taxes to cover its expendi- 
tures, and equally unreasonable to 
expect it to be able to borrow from its 
people, by ordinary unforced loans, 
any large sums. The country was 
made up of parts of three former em- 
pires, each with a different system of 
taxation. In each of these three em- 
pires, the policy during the War had 
been to meet only a small part of 
government expenditures by taxation, 
and to issue great quantities of paper 
money as well as great amounts of 
bonds. The new government inher- 
ited these divergent tax systems and 
this all too uniform practice of war- 
financiering. Moreover, its people 
were impoverished by the sheer ravages 
of war and by the exactions of hostile 
armies of occupation. Agriculture, 
the basic industry, was so ruined that 
the United States had to come with 
relief to save the people from star- 
vation. Moreover, Poland did not, 
with the Armistice of 1918, gain the 
blessings of peace. She was at war with 
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Bolshevik Russia until September, 
1920. The war was a terrible burden 
of expense, while it also hindered the 
recovery of production and the develop- 
ment of tax-paying capacity. 

The only available recourse was the 
forced contribution—more truly a tax 
than a loan—through the issue of paper 
money. The process of inflation once 
begun tended itself to prevent a cure. 
Taxes could not catch up with de- 
preciation. A tax assessed on the 
basis of a given scale of values and in- 
comes and paid some months or a year 
later, money meanwhile having lost a 
large fraction of its buying power, 
went but a little way toward govern- 
ment expenditures. Only altogether 
extraordinary methods of taxation, 
such as could not be expected to be 
effectively enforced in so young and so 
impoverished a state, could have 
balanced the budget. As we shall see, 
the Polish government has at last, 
within the past few months, taken the 
bull by the horns and undertaken such 
Spartan measures, but it had pretty 
good excuse for not undertaking them 
earlier in its career. Moreover, by 
reason of the very fact that paper- 
money inflation had begun, the govern- 
ment naturally found it impossible to 
sell any large amount of bonds at home 
or abroad to cover its deficits, and had 


to goon with further inflation, 


iv 
INTERNAL PRICES AND 


Rates 


It is interesting to compare the 
changes in the value of Polish currency 
with the changes in the amount out- 
standing, and to compare the changes 
in the internal value as measured by 
prices of commodities with the changes 
in the external value as measured by 
exchange. On account of the un- 
certainty of earlier statistics, com- 
parison may best be based on the 
figures for January, 1920. At the end 
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of March, 1922, the amount of paper 
money outstanding was 28.7 times 
greater than inthat month. The level 
of internal prices (as measured by the 
cost of food at Warsaw) had multiplied 
meantime about 25 times. The num- 
ber of marks necessary to buy a dollar 
in foreign exchange had multiplied 
30.3 times. The parallelism in the 
three items is thus quite close. While 
there have been times when a great 
disparity existed between exchange 
rates and internal prices, at present 
the disparity is comparatively small. 
In the summer of 1921 a person with 
American dollars in Warsaw could 
dine in the best restaurants for a mere 
fraction of what he would have to pay 
in America, but at present the dollar 
does not go a great deal further in 
Poland than in our own country; or, 
more strictly speaking, the difference 
is now not much greater than before 
the War. 

The increase in prices in Poland, 
representing the depreciation of the 
mark, although rapid, has been at a 
fairly even pace. This is not true, 
however, of the fall in exchange. This 
has been subject to marked fluctuations. 
The sharpest took place in the second 
half of 1921. On June 1, the rate of 
exchange was about 1,000 marks to 
the dollar. By July 1, it had fallen to 
more than 2,000, and by the latter 
part of September to around 7,000. 
Barely a month later it had risen to less 
than 2,500 to the dollar. On one day 
during this period the rate rose from 
about 6,000 to about 4,000 and fell 
again to about 5,000. Since November 
exchange has been much steadier but 
it still has fluctuated more than prices. 

Exchange rates are subject to in- 
fluences which have very little effect 
upon the purchasing value of money 
within the country. They are de- 


cidedly affected, of course, by the 
balance of trade. 


They are influenced 
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by opinion as to the general political 
and economic outlook of the country 
for both the near and the distant 
future. They are influenced greatly 
also by opinion as to the prospects re- 
garding the balance between govern- 
ment expenditures and receipts and the 
consequent quantity of paper money 
likely to be issued in the future. 
Finally, exchange rates are often 
seriously affected by sheer speculation 
and by deliberate manipulation. Im- 
portant as it is that further inflation of 
currency in Poland, as in other Euro- 
pean countries, should be checked, it 
is almost equally important that, if 
inflation continues, the movements 
of foreign exchange should become 
steadier and follow more closely the 
movements of internal prices. 


Errects OF INFLATION 


What now have been the effects of 
this inflation of the currency upon 
economic conditions in Poland? It is 
obvious that the value of securities 
having a fixed rate of return has been 
virtually wiped out. That effect, how- 
ever, was substantially accomplished 
long ago. The creditor class, as such, 
is almost as completely erased from the 
economic slate by depreciation of its 
claims to the fiftieth part of their 
value as to the thousandth part. The 
number of persons dependent upon 
fixed investments in Poland was far 
less, relatively, than in more highly in- 
dustrialized countries, and consequent- 
ly the social effect of their losses is of 
less significance. 

More important from the practical 
economic standpoint has been the 
checking of new credit transactions. 
Even short-term credits involve too 
much risk and the great bulk of 
business is done on a cash basis. In 
a country with an intricate industrial 
system like the United States, the 
stoppage of credit would have an ex- 
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tremely serious effect upon production 
and trade, but in the simpler economic 
life of Poland, where agriculture oc- 
cupies two-thirds of the population, 
the effect has been much less grave. 

The most important evidence to 
show that paper money in Poland has 
not been entirely destructive of inter- 
nal economic progress is found in the 
statistics of actual production of the 
principal industries. In practically 
every industry, there has been a 
marked increase of output, month by 
month and year by year, since the 
Armistice, and while, in general, pro- 
duction has by no means yet attained 
the pre-war level, it seems not at all 
impossible that it may do so in a few 
years more, even if further depreciation 
of currency still continues. 

Especially important has been the 
recovery in Polish agriculture. In the 
year following the Armistice, the crops 
of Poland were scarcely half of the pre- 
war production, and America had to 
furnish large quantities of food for the 
relief of the population. The crop of 
1921 was equal to three-fourths of the 
pre-war production. In the case of 
rye, the most important grain, the out- 
put in 1921 was double that in 1920, 
largely owing to more favorable 
weather conditions, but partly owing to 
increase of acreage. Year by year the 
peasants have planted more land and 
reports indicate that a still further in- 
crease is being made for 1922. 

Again, the production of coal in Po- 
land, which had been greatly reduced 
by the War, has been gaining steadily 
until at present it is substantially 
equal to that of 1913, the best pre-war 
year. More salt is being produced 
than before the War. The output of 
forest products is rapidly increasing 
and the Port of Danzig is choked with 
lumber, its facilities for trans-ship- 
ment having proved inadequate. The 
cotton mills are producing at nearly 
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pre-war capacity, and almost all manu- 
facturing industries have been making 
rapid strides. Railroad transporta- 
tion has increased greatly in volume 
and improved in efficiency. 

The truth seems to be that business 
in Poland has learned to adjust itself 
fairly well to the abnormal currency 
situation. The advance in prices has 
become more or less standardized. 
Wages have followed prices with 
sufficient closeness to prevent serious 
labor disturbances. Paper money is 
like some diseases to which, after a 
time, the human system so adapts 
itself that, although uncomfortable, 
they cease to be very dangerous. 


INCREASED ForEIGN TRADE 


Despite the fact that foreign ex- 
change has shown such violent fluctua- 
tions, Poland has been able to do a 
very considerable and increasing for- 
eign trade. The instability in the ex- 
change value of the mark has naturally 
greatly lessened credit transactions in 
import business. But it has not pre- 
vented cash transactions. Indeed, the 
big cotton mills and the central agri- 
cultural syndicate have been able to 
buy on credit, the sums due being, of 
course, expressed in other than Polish 
currency. If from the statistics for 
the first two years of Poland’s exist- 
ence you eliminate the imports of food 
and other supplies furnished as a gift 
or on essentially philanthropic credit, 
and eliminate also coal from Upper 
Silesia, now in part annexed to Poland, 
you will find that there has been a 
marked increase in imports into Poland 
of the things she ought normally to im- 
port, at the same time that there has 
been a still more marked increase in 
exports. The mechanism of settle- 
ment of accounts is, after all, a 
mere, though important, incident. The 
fundamental factors in the existence of 
import trade are the need of imported 
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goods and the possession of some means 
of payment. Certain kinds of im- 
ported goods Poland very greatly needs, 
and she has the means, in increasing 
degree, of paying for them. These 
means are exports, which are rapidly 
increasing, and, perhaps equally im- 
portant, remittances of emigrants. 

The decided improvement in the 
foreign trade situation of Poland is 
seen by comparing 1920 with 1921 and 
especially the first half of 1920 with 
the last half of 1921. Unfortunately 
only weights are available, not values. 
(The latter were first made public for 
January, 1922, when imports, including 
Upper Silesian coal, were about 27 
billions of marks—roughly $9,000,000— 
and exports, 9 billions.) 


Recent FrinanctaL IMPROVEMENT 


While Poland has thus been making 
real economic progress in spite of the 
tremendous inflation and depreciation 
of her currency, it is obviously most 
desirable that the printing of paper 
money should come to an end. The 
Poles themselves very generally rec- 
ognize that fact. Public opinion in 
favor of budget-equilibrium has de- 
veloped rapidly. The cabinet of Poni- 
kowski, with Michalski as Finance 
Minister, which took office in October, 
has adopted a vigorous financial policy. 
Much has already been accomplished 
in reducing government expenditures 
and still further cuts are planned. The 
revenue from previously established 
taxes has, with more vigorous ad- 
ministration, been rapidly increased. 
If we assume that the net expenditures 
of the government are represented sub- 
stantially by the income from taxes 
plus internal borrowings (through pa- 
per money or otherwise), then taxes 
in 1920 amounted to 9 per cent of net 
expenditures; in the first quarter of 
1921, to 11 per cent; and in the last 
quarter, to 37 per cent. More im- 
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INCREASE IN ForetGN TRADE oF PoLanp, 1920-21 
In 1,000 metric tons 
First half Last half 
: 1920 1921 1920 1921 
2,910 2,813 1,699 1,221 
Imports except coal................... 839 1,316 423 639 
Exports except coal................... 473 1,693 190 1,007 
Exports of wood and its products. .... .. 102 857 20 561 ty 
Exports of oil and its products.......... 140 385 26 215 i! pi 
Exports of cement . 41 74 13 _ 
Imports of cotton (nearly all ‘Denesieen) . 22.9 41.2 10.4 24.1 


portant still, a special “ Budget Balanc- 
ing Contribution” was enacted in 
December, to be collected during 1922. 
This contribution is at rates, in most 
cases, several hundred times higher 
than those previously in force for taxes 
of the same class. Moreover, the 
government, which had met with little 
success in the endeavor to raise long- 
term internal loans, has in recent 
months issued in considerable sums 
interest-bearing treasury notes, thus 
lessening the need of paper-money 
issues. 

The result of these measures has 
been significant. During the quarter 
from July to September, 1921, the 
amount of paper money in circulation 
increased 50 per cent. During the 
last quarter of 1921, it again increased 
50 per cent. During the first quarter 
of 1922, the increase was only 9 per 
cent and during the month of March 
it was only 14 per cent. Moreover, 
during the past few months, the larger 
part of the new paper money issued 
has not been due to government deficits 
but to loans to industry and trade. 
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Of the net government expenditures, 
calculated as above described, paper 
money covered in 1920, 80 per cent, 
in the first quarter of 1921, 81 per cent, 
in the last quarter of 1921, 51 per cent, 
and probably in the first quarter of 
1922 (exact figures not yet available) 
not over 10 per cent. 


Tue 1922 BupGet 


In the latter part of March, the 
Finance Minister submitted his budget 
for 1922. This contemplates expendi- 
tures, ordinary and extraordinary, of 
591 billion marks. (The increase as 
compared with previous budgets is 
only apparent, being due to the greater 
depreciation of the currency and to 
other factors of incomparability.) 
These are gross expenditures, includ- 
ing the operating expenses of railways 
and other government enterprises. The 
gross revenues, including the proceeds 
of proposed new taxes, are put at 458 
billions, with a deficit of 133 billions. 
The deficit, however, is due to ex- 
traordinary expenditures amounting 
to 151 billions, of waieh 112 billions 
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represents investment expenditures, 
which the Finance Minister hopes to 
be able to cover by loans chiefly made 
abroad. 

The revenue from taxes is put at 
about 257 billion marks, of which from 
ordinary direct taxes is to come 27 
billions, indirect taxes, 100} billions; 
customs, $1 billions; stamp and trans- 
fer taxes, 8 billions; and from the ex- 
traordinary budget-balancing direct 
taxes, 90 billions. Most of the remain- 
ing income is to come from railways 
and other government property. 

It is, of course, uncertain whether 
this budget can be lived up to. Polish 
budgets in the past have over-estimated 
income and under-estimated expendi- 
ture. The present attitude of the 
government and of the people, however, 
appears to be much more firm than 
heretofore and, what with the increase 
in production and consequently in tax- 
paying ability, the prospects are more 
encouraging than at any time before. 

There can be no possible doubt as to 
the ability of Poland to pay taxes 
sufficient to cover at least the ordinary 
expenditures of its government. This 
conclusion does not depend upon any 
statistical calculation of the income of 
the people and the share thereof re- 
quired to cover government expendi- 
tures. It follows directly from the 
fact that the Polish people have 
actually hitherto borne out of their 
current income the ordinary expendi- 
tures of government, and have done so 
during a time when those expenditures 
were relatively higher and the income 
of the people relatively lower than at 
present. The fundamental thing which 
must never be overlooked is that, apart 
from the using up of past savings or 
from borrowings abroad, a country has 
ve nothing with which to support its 
government except its current pro- 
duction and the current income of its 
people. Paper money creates nothing. 
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It is merely a means of transferring 
part of the income of the people to the 
coffers of the government. You may 
call it a forced loan or call it a tax; in 
either case it comes out of the pockets 
of the people. The process of ex- 
traction through paper-money inflation 
may be easier than by other forms of 
taxation, but with sufficiently vigorous 
government and sufficient patriotism 
and good sense onthe part of the people, 
other forms of taxes can be substituted 
for the paper-money tax. 

As a matter of fact, if you calculate 
the burden of the Polish budget for 
1922 in terms of sound money—not 
even using exchange rates as a basis, 
but rather the internal buying power of 
money as compared with pre-war times 
—you will find that it amounts to not 
more than $200,000,000, or say $7.50 
per capita of the Polish population. 
This is gross; the net expenditures are 
only two-thirds as much. Our na- 
tional taxes are six times as much per 
capita. The chief reason why the 
burden in Poland is comparatively low 
is because Poland has, for present 
practical purposes, a very small in- 
ternal interest-bearing debt. To be 
sure, the debt reads, in terms of paper 
money, many billions of marks (30 
billions apart from paper money) but 
the interest on it has to be paid only 
in the terms of marks worth not much 
more than one-thousandth of their par 
value. When the average wage earner 
who before the War received 3 marks 
per day now gets 1,500 to 2,500, gov- 
ernment expenditures of hundreds of 
billions cease to look so appalling. 


Future ReckoNInG 


But how about the future? Must 
there not come a day of reckoning 
when these billions of internal bonds, 
these scores of billions of paper notes, 
must be paid in sound money? Has 
not the Polish government lai laid up a 


crushing burden for generations to 
come? 

I do not care to pose either as a 
prophet or as a counsellor, and I, 
therefore, do not propose to answer 
these questions. It is pretty obvious 
that the currency of many of the 
European countries can never be 
brought back to par. The combined 
face value of European currencies, not 
counting the astronomical figures of 
Russian roubles, runs far over a 
hundred billions of dollars, or many 
times the total gold stock in all the 
world. Whether it is possible, or, if 
possible, desirable, for countries like 
Poland to attempt to increase mate- 
rially the value of their paper money, 
without attempting to bring it all the 
way back to par, is a question con- 
cerning which much may be said on 
both sides. 

This much is certain: 

The first step towards sanitation of 
the currency is to stop further print- 
ing of it. Practically the only means 
by which this can be accomplished, in 
the case of most European countries, is 
by balancing the budget through in- 
ternaleffort, by making current receipts 
of the government from its own people 
equal to its current expenditures. 
There is little prospect that the United 
States or other countries with sound or 
approximately sound currency will 


FINANCE AND CURRENCY SITUATION IN POLAND 


make great loans to countries with 
depreciated currency for the purpose 
of stopping depreciation; they may 
make such loans after the process of de- 
preciation has ceased. No country 
ought to ask the people of another 
country to lend it money to cover cur- 
rent costs of government, and if it does 
ask it, the answer is pretty sure to be 
disappointing. Only when once the 
people of a country have shown them- 
selves able and willing to pay as they 
go, may they hope to borrow money to 
clear up old debts, to provide new 
capital investments, or to put a metal 
basis under their currency. 

And, secondly, it is more important 
for the reéstablishment of normal eco- 
nomic conditions in Eastern Europe 
that foreign capital should be invested 
there in productive industry than that 
it should be loaned to governments to 
cover current deficits, or be used in the 
attempt to introduce prematurely a 
sound currency system before the 
budget is balanced by internal revenues. 
Industry can make progress despite 
the unsatisfactory currency situation 
but it needs new capital to replace that 
lost during the War. With the in- 
creased production which new capital 
would bring about, these countries will 
be in a better position to balance their 
budgets and to place their currency on 
a sound footing. 
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CONGRATULATE the Academy 

on its appreciation of present world 
problems and world needs, but I 
sympathize with the Academy in its 
efforts to find the solution of the 
problems and a remedy for the needs. 
It is highly to our credit, however, if 
our interest in the general well-being 
leads us to see that the times are yet 
somewhat out of joint, and more to our 
credit if we devote some of our time 
and energy to the cause of rehabilita- 
tion and readjustment. For one I do 
not despair. By analogy I take some 
comfort from that old legal maxim, 
“There is no wrong without a remedy.” 
For economic ills there should be a 
remedy, although I grant that in the 
latter case the remedy is more elusive, 
more speculative and more difficult of 
application than it is where simply 
legal obligations and rights are in- 
volved; but the two, the wrong which 
the law may redress and the dis- 
turbance of trade relations, have one 
thing in common at least, and that is 
they both rest on hard facts. A first 
duty, therefore, may well be an ascer- 
tainment of the facts and then will 
follow, perhaps, the application of the 
principles or the procedure best cal- 
culated to give relief. 

Of course, America’s prosperity is 
in a large degree dependent upon the 
rehabilitation of Europe. Resourceful 
as we are, we are not self-sufficient 
according to modern needs and stand- 
ards. “The one-time luxury is now a 
necessity, the loss of which would mean 
retrogression both materially and in- 
tellectually, if not morally. It most 
certainly would not mean progress. 
Badly off and hard-up as we but lately 
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found ourselves in the aftermath of the 
Great War, any attempt to be inde- 
pendent of Europe in trade relations 
would, in my judgment, result in 
greater economic distress and greater 
material loss than that which followed 
the War. In such case, too, Europe 
would be praying for the rehabilitation 
of America, and, I might say, the 
conversion of America to the common- 
sense view that while she should pro- 
tect her own interests and her own 
people, she is still a member of the 
great family of nations and that trade 
is the “‘calm health of nations.” Our 
supper-abundant energy, exploiting and 
developing our resources as it has done 
in the past, cannot long be repressed 
without loss to ourselves and to the 
world. We must carry on. In order 
that we may carry on we must find a 
place for our over-production in the 
markets of the world. We must 
export. This is one great reason why 
we are so immensely interested in the 
rehabilitation of Europe, although, 
indeed, we must not forget the humani- 
tarian aspects of the case. 

The first requisite to the rehabilita- 
tion of Europe is peace—peace and 
good will. I was amazed to read in 
last evening’s paper (May 12) of the 
military convention said to have been 
signed by the representatives of the 
Soviet Army and the German General 
Staff on April 3, last, under which the 
Germans agreed to furnish the Red 
army with arms and material necessary 
to equip ‘180 infantry regiments and 
sufficient heavy field artillery to supply 
20 infantry divisions, along with other 
aid in the way of instruction in mechan- 
ical warfare, the manufacture of air- 
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a to be used in war and of p poison 
gas for similar use. To me this does 
not on the face of it look like peace. I 
hope that the story of such a conven- 
tion may prove a hoax. If not, I hope 
the genius and leadership of Lloyd 
George, backed by the watchfulness of 
France, the faithfulness of Belgium, 
will render abortive any such menace 
to the peace of the world. 

We have seen fit to keep away from 
Genoa—whether wisely or not I ex- 
press no opinion now—but when 
thirty nations, impelled by the ruinous 
condition into which credit, trade and 
exchange have fallen, come together 
to “talk it over” some common good 
ought to come out of it. I do not 
recall that a conference called for the 
purpose of understandings in regard to 
national obligations or in regard to 
or credit, | ever 
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rise to war or cause of war. So, 
notwithstanding the wranglings, the 
suspicions and the misunderstandings 
so far disclosed, I have the confidence 
to believe that Genoa will yet prove to 
be, like the Conference for the Limita- 
tion of Armaments at Washington, 
another great victory of peace, a 
victory no less renowned than some 
of the great victories of war. So much 
being achieved, the business of the 
world will take on new vigor and begin 
to move in its accustomed channels. 
The nerves of commerce will again be- 
come steady and strong and sooner 
than we could have believed the re- 
habilitation of Europe will be an 
accomplished fact. The resulting 
prosperity of the American manufac- 
turer, merchant, banker and farmer 
will be America’s prosperity—but first 
be ace. 
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_Interest and Exchange Rates and Reparation 


Payments 
y fool? 
aver By ALBert Strauss 
Posie 2 New York City, former Vice-Governor of the Federal Reserve Board 


T is not easy to distinguish effects 

from causes. Most effects become, 
in turn, causes, and most causes are 
themselves the effects of antecedent 
causes. In the economic field, current 
discussion is much interested in ex- 
change rates and interest rates, both of 
which it treats as causes, although both 
are primarily effects. 

First, a few words as to interest rates: 
Booms and depressions are caused by 
hope of higher and fear of lower prices, 
whether of commodities or of securities. 
The hope of higher prices leads to a 
demand for funds for the purpose of 
purchasing in anticipation of a rise; the 
fear of lower prices leads to repayments 
of loans with the proceeds of sale in 
anticipation of a fall of prices. The 
rate of interest rises or falls as an effect 
of the borrowing or the repayment. No 
rate, however low, will tempt borrow- 
ing for the purpose of purchasing a 
commodity whose price is believed too 
high, and, broadly speaking, no rate, 
however high, will, by reason merely 
of its being high, restrain borrowing 
intended for the purchase of com- 
modities which are believed certain to 
rise. A high interest rate will very 
often deter borrowers, because it is 
taken as a warning that commodity 
prices are regarded as too high or that 
money may become unobtainable at 
any price. It will serve as a concrete 
expression of opinion by those best 
qualified to judge as to the reasonable- 
ness of the general level of prices. 


Review or Bustness CONDITIONS 


Since April 6, 1917, we have passed 
through almost every phase of business 
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conditions; a rapid review of that 
period will emphasize the above con- 
tentions. War finance necessarily 
involved inflation. It was impossible 
to check private consumption ratably 
as government consumption increased, 
and correspondingly to increase savings 
as government expenditure increased. 
So, until price controls became effective, 
prices rose, and at all times a large 
part of the government’s financial needs 
had to be met through the creation of 
credit by the member banks of the 
Federal Reserve System. During this 
period, therefore, market rates of 
interest were fixed by the Federal 
Reserve Banks, being the rates they 
charged for the manufactured credit: 
the use of the credit thus created was 
carefully safeguarded through Capital 
Issues Committees, the War Indus- 
tries Board, the Food Administration, 
and kindred bodies. Subtracting from 
the government needs, the savings 
of the people, we get the amount of 
inevitable inflation: no rate of interest, 
however high, would have either 
diminished the government’s require- 
ments dictated by war needs, or in- 
creased the savings of the people, 
whose consumption (which is the com- 
plement of their savings) was regulated 
by the governmental bodies named 
above and by their own patriotism. 
During the post-Armistice period, 
with the controls on prices and on 
consumption removed, new conditions 
developed. There was a recognized, a 
notorious shortage of commodities; 
prices soared; neutral countries that 
had here accumulated huge balances, 
which during the War we had not 
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permitted them to employ in the 
purchase of commodities, used those 
balances to buy commodities they 
sorely needed; our own people, in 
receipt of high wages, competed with 
the neutrals while at the same time 
our allies and their nationals strained 
their resources to supply in our 
market their own unquestioned needs. 
This competitive buying sent prices 
soaring. Anyone that could lay his 
hands on commodities was sure of a 
prompt profit ; manufacturers competed 
with each other for raw material and 
for labor regardless of cost, for they 
were sure of a prompt sale and had 
but to add to their selling price all 
elements of cost, plus a large profit. 
Under these circumstances, cost of 
interest, like every other element of 
cost, was added to price, and, just as 
no rate of wages or price for material 
checked production, so no rate of 
interest, however high, could have 
checked borrowing. What finally 
checked the upward price movement 
was, in part, the export of gold, con- 
taining, as it did, the menace of a total 
failure of loanable funds, and the dis- 
covery in certain lines of commodities 
that shortage had been turned into 
surplus. The fact that the raising 
of Federal Reserve rates was roughly 
coincident with the peak of expansion 
arose, in part, from the fact that the 
raising of the rate was largely brought 
about by the export of gold, the two 
effects—higher interest rates and the 
check to borrowing—being thus twin 
effects of the same cause, i. e., the ex- 
port of gold; and in part, from the 
moral effect of such a raise of rate. 
Real deflation began when once it 
was realized that through panicky 
duplication of orders and through 
hoarding by speculators, dealers and 
consumers, commodity shortages had 
been converted into surplus. Then 
me swi 


came swift cessation of buying, and 


INTEREST AND ExcHANGE RaTEs AND REPARATION PAYMENTS 43 


lack of confidence. It was now clear 
that invisible supplies had been huge 
during the time visibles were nil; now 
visibles became huge, while invisibles 
actually shrank to the negligible. 
During such a period, no reduction of 
intefest rate, however great, will in- 
duce borrowing for the purpose of 
buying falling commodities. 


Prices AND IntTEREst Rates 


‘ 


During a war-period, with its in 
evitable artificial conditions, the re- 
discount rate determines the market 
rate. At other times, it appears that 
the trend of prices determines the 
demand and hence the market for 
money. Except, therefore, in its réle 
of prophet, it seems clear that the 
money market is dominated by the 
trend of prices and that the rediscount 
rate must follow and not attempt to 
fix the rate for the money market. 
Price is the instrument by which 
consumption and _ production are 
brought into balance. Overproduc- 
tion of desirable commodities should 
be an impossibility; a progressively 
enlarging standard of living should 
absorb all we can produce; what 
defeats the fulfillment of this desirable 
end are the same human qualities that 
render any production possible, viz.: 
the unbridled desire for gain, taking 
sometimes the form of headlong produc- 
tion of things not needed, and some- 
times the form of strikes against 
needed wage reductions. These things 
lead to maladjustment of production. 
Price declines lead to unemployment, 
unless promptly countered by wage 
adjustment; hoarding ultimately leads 
to price’ declines; unwise capital ex- 
penditures lead to price declines when 
the failure of enterprises brings about 
unemployment and consequent re- 
duction of consumption. Through 
this maze of intricacies we must 
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production to consumption, and vice 
versa, and the trend of those fluctua- 
tions is the impelling force that controls 
the demand forfunds. In normal times 
during a period of rising prices the 
rediscount rate, if lower than or too 
near to the market, becomes an 
impelling cause of inflation. During a 
period of falling prices, the rediscount 
rate, if too much above the market, 
becomes an impelling cause of too 
rapid deflation; if below the market, it 
is without effect. These generalizations 
do not apply to war conditions. 


ExcHANGE Rates 


Exchange rates, also, are primarily 
effects. Exchange rates are an indica- 
tion of the state of balance or unbalance 
of international payments. Unbal- 
anced payments make themselves felt 
through the exchange rates, and it is 
these rates which, in turn, become the 
proximate causes, or more properly, 
the medium through which are brought 
into existence the unsettlements and 
hardships resulting from this un- 
balanced state. The hand or the brain 
and not the lever is the cause that 
shifts the gears. Unbalanced payments 
acting on exchange rates so move them 
that, like the governor of an engine, 
they tend automatically to correct the 
state of affairs that throws them out of 
balance. Attempts to normalize rates 
merely result in delaying the correction 
of the cause and the various devices 
to stabilize exchange which ingenious 
minds busy themselves in contriving, 
are merely conscious or unwitting 
efforts to avoid the unpleasant effects 
caused by unbalanced budgets and 
unbalanced foreign trade; they are 
simply efforts to evade disastrous 
effects, instead of constructive steps 
along the much more difficult and 
unpopular path of curing the causes, 
viz.: unbalanced budgets and un- 


balanced trade. Every plan for stabil- 


izing exchange has concealed in it 
somewhere an application for un- 
limited foreign advances in favor of 
the country whose exchange is to be 
stabilized. Every such plan implies 
running in debt and consequently 
implies also a lender. A falling (not 
a fallen) exchange does through the 
market act as a stimulus to exports; it 
is the automatic effort to right the bal- 
ance by checking imports and stimulat- 
ing exports. 


Economic Errects oF REPARATION 
PAYMENTS 


These disconnected commonplaces 
lead up to another commonplace— 
that is, that payment of reparations 
beyond certain limits must of necessity 
entail disastrous economic consequences 
to other countries. It is a distasteful 
conclusion that reparation for brutal 
and unjust aggression cannot be ex- 
acted without damage to the innocent 
victim of the aggression and to the 
innocent bystander, but we gain nothing 
by failure to face the facts. When 
the facts are established, the course of 
action can be dictated either by the 
desire to impose retribution on the 
aggressor, or by a regard for the future 
economic welfare of the aggrieved, but 
having faced the facts, the conclusion, 
whatever it is, will at least be the result 
of intelligent contemplation of probable 
consequences. It must not be for- 
gotten that for the deepest injuries 
there can never be adequate reparation; 
all that is humanly possible, and all 
that municipal law, with due regard 
for dealing only with realities, at- 
tempts to attain, is punishment of the 
offender and money damage to the 
victim. Life and limb cannot be 
restored, youth cannot be renewed, 
past sufferings and anguish cannot 
be obliterated. 

Undoubtedly, there is a certain 
measure of reparation that can safely 
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be exacted: this will be found along the 
line of the restoration of devastated 
areas, the replacement of destroyed 
facilities and, in a measure, the im- 
provement of existing facilities. Such 
reparation must be largely of such a 
nature as not to interfere with pre-war 
normal activities. The transfer of 
foreign investments offers further op- 
portunities to collect reparation and 
so, perhaps, does the taking over of 
productive domestic establishments 
of the aggressor. But beyond these 
and other limited categories the broad 
condition underlying reparation pay- 
ments is this: that the payer must work 
hard and live frugally. To work hard 
and to dispose of the product of his 
labor implies large exports by the 
payer and frugal living implies re- 
stricted imports. Reparation pay- 
ments, therefore, mean strong com- 
petition by German goods in domestic 
and neutral markets and _ limited 
markets in Germany for foreign goods. 
These tendencies work themselves out 
through the exchange rates which 
appear as the proximate causes, but 
to discuss exchange rates as the cause 
of commercial handicaps can lead only 
to tinkering with the barometer in the 
hope of affecting the weather. 

There is nothing difficult in these 
conclusions. They have at all times 
been clear and they have probably 
been at all times recognized by the 
British and the French. It is not 
strange that they were not adopted 
as bases of action. The Allies, es- 
pecially the French, were still too 
vividly under the impression of brutal- 
ity and outrage to give full sway to 
reason. These people had seen and 
lived through things which to us 
were only tales. Tennyson rightly says 
in Enoch Arden: 


“Things seen are mightier than things 
heard” 


AND » Exceanes AND REPARATION PAYMENTS 


and it was perhaps too much to expect 
the danger of comparatively remote 
economic consequences to dissipate 
the “red mist of anger.”” Besides, the 
political life of ministries depended on 
their ability to exact reparation, or at 
least to claim that they had exacted it. 
It looked then as though many suc- 
cessive ministries must fall before 
realities would be faced; it looked as 
though every critic in the ranks of 
the opposition must have his turn of 
power and must learn by experiment 
his inability to reverse the laws of 
nature before one could be found with 
sufficient backing to face the facts. 
The Reparations Commission was 
accordingly endowed with sufficiently 
broad powers to mitigate to the victors 
the disastrous consequences of unwise 
exactions. 

Similar consequences will always 
follow analogous causes; the repayment 
to the United States of our govern- 
mental advances to the Allies will 
involve unbalanced international pay- 
ments, not unlike reparation payments, 
and when the time comes that Britain 
and France and Italy are prepared to 
pay interest on and to begin repay- 
ment of their indebtedness to America, 
we shall witness the same dislocation 
of industry of which we are now, as 
a result of reparation payments, be- 
ginning to feel the effects. And there 
will then be the same delay in diagnos- 
ing the trouble; the consequences will 
not be foreseen and averted; it will 
require a present pain before we search 
for the causes. As in reparations, so 
there will then be limited ways in 
which we can receive payment without 
damage, such as the transfer to us of 
foreign investments, but we must 
recognize that there are limits beyond 
which such payments cannot go with- 
out entailing mischief. Any such trans- 
fer of foreign securities would not, of 
course, be by gov annie action; 
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it would be effected through private 
transactions brought about by exchange 
rates and security prices, and through 
them made possible and profitable. 
We are not now receiving either in- 
terest or principal on those debts and 
they are not, therefore, now upsetting 
our equilibrium, but the time is likely 
to come when they will plague us and 
then, as now, public discussion will un- 
doubtedly center on the exchange rates. 


CoNJECTURES AS TO GERMAN Po 


In the effort to understand what is 
going on, it is perhaps interesting to 
put to ourselves the problems of those 
responsible for German economic poli- 
cies and to try the formulation of 
solutions as though the burden of 
dealing with them lay upon us. 

The main aim of German ministers 
must be to keep the population em- 
ployed and fed; failure to do either will 
cause the ruin of the country and 
incidentally the fall of the ministers. 
From their point of view, other prob- 
lems can well wait. To accomplish 
these aims and to keep the Allies at 
least partly satisfied with reparation 
payments, requires the import of raw 
materials and foodstuffs, and the 
export of commodities in order to 
create foreign balances. The key to 
these three purposes is to be found in 
one of them, viz., a large volume of 
exports. It is even conceivable that 
the German government may, in 
effect, be causing its manufacturers 
and merchants to sell their commodi- 
ties abroad at every opportunity and 
irrespective of the price, while the 
government, either directly or indi- 
rectly through subsidizing the cost of 
living, or otherwise, pays to the ex- 
porters in marks whatever amount of 
marks is necessary to reimburse them 
for the cost plus a profit. To do this, 
it is true that the printing press must 
be kept running, but, in its larger as- 
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pects, is that of itself really fatal? It 
is admitted to be undesirable, but is it 
fatal? What would such a policy ac- 
complish? It would furnish foreign 
balances for the import of food and raw © 
material, and it would keep German 
industry fully employed. If by sucha 
policy the demand for reparation can 
at the same time be satisfied sufficiently 
to ward off foreign occupation, it will 
mean that in the process there will be 
established a surplus of exports suffi- 
cient to keep Germany employed and 
fed, and to prevent foreign compli- 
cations. And we may be sure that 
German ministers do not overlook the 
incidental demonstration of what rep- 
aration payments may mean to foreign 
industry. 

So much for the problems with 
which they have undertaken to cope— 
what of those they will have created 
in the process? They will have in- 
flated their currency almost to the 
point of extinction, but is not that a 
problem with which they can afford to 
deal later? If foreign payments and 
receipts can thus be put in balance the 
mark will on some level, however low, 
cease to decline, and ministers can 
then, having reached stability, under- 
take to deal with the problems arising 
out of currency inflation, whether by 
the establishment of a new standard 
coin of the gold value of the old mark 
and the declaration of its value as 
equivalent to 100 or 200 of the old 
marks, or by some other form of what 
is euphemistically called devaluation. 
If necessary, they can go further and 
fund the interest on their domestic 
debt for five or ten years, agreeing 
gradually to resume interest on a 
rising scale and, having accustomed , 
the world to this, they can, if it prove 
necessary, repeat the process at the 
end of the moratorium. That such 
steps would involve great hardships to 
certain sections of the community; 
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that the old investor class would be 
completely ruined; that a new class of 
captains of industry would spring up,— 
might be deplored by ministers, but 
would undoubtedly be disregarded. 
The effect of such a policy of cruel 
injustice, which knocks the prop of 
confidence from under the financial 
structure, would long make itself felt in 
recklessness of expenditure and lack of 
effort at capital accumulation; whether 
the need is sufficiently desperate to 
justify the sacrifice must be decided by 
those charged with the responsibility. 
The life of the nation must be their 
aim rather than the welfare of any 
particular class. 


“Are God and Nature then at strife, 
That Nature sends such evil dreams 
So careful of the type she seems 
So careless of the single Life.” 


However callous Germany’s bru- 
tality may have made us to her fate, 
we cannot but recognize that the 
preservation of her national life is for 
her own statesmen a legitimate aim. 

These are mere conjectures as to 
German policy. They suggest, how- 
ever, a wider query, disconnected from 
our immediate problems. Is a balance 
of commodity imports the unqualified 
blessing it is represented to be? Is the 
position of creditor nation necessarily 
an advantage? This requires us to 
fix, at any rate for the purpose of 
the discussion, the economic aims of 
statesmanship; and that attempt dis- 
closes the fact, obvious enough when 
stated, that the welfare of all sections 
of the community is not necessarily 
_ served by the same measures. A 
creditor country with large foreign 
investments, like England, receives its 
foreign income for the benefit of its 
investing classes, who take it in the 
form of food, clothing and other 
elements of maintenance for them- 
selves and their personal dependents, 


servants and those employed in minis- 
tering to their wants. This foreign 
income furnishes but limited employ- 
ment for productive labor at home. 
May not the admittedly low pre-war 
standard of living of British labor be 
the result of England’s position as a 
creditor nation? If there be any basis 
for these suggestions, it would be useful 
to inquire in what manner and to what 
extent these undesirable consequences 
can be overcome. The gradual raising 
of the average standard of living 
could perhaps reconcile full employ- 
ment and an import balance of 
commodities. 

In our case, the repayment to our 
government of its advances to the 
Allies will undoubtedly reduce the 
taxes of those that pay taxes, but it 
may at the same time, through the 
stimulation of importation, throw the 
worker out of employment. May not 
the instinct of the crowd and the con- 
clusions of the economists of a previous 
generation who rejoiced at what we 
still call a “favorable” balance of trade 
(though we are careful always to 
enclose that term in quotation marks), 
have been sounder than what are 
regarded as the more enlightened 
conclusions of a later day? These 
observations on the social consequences 
involved in the international balance of 
payments are unmatured reflections 
which can be adequately dealt with 
only by trained statisticians and 
economists. 


Tue or TIME 


Looking at the present situation 
broadly, what is taking place? It is 
admitted that there is noticeable 
improvement in conditions abroad. 
Great Britain, France, Italy, Belgium 
and Czechoslovakia give evidence of 
marked betterment and even Austria 
shows some signs of revival. There are 
indications in Russia of a recognition 
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of the conditions needed to secure 
production. What is bringing about 
these changes? Is it the action of gov- 
ernments? Is it international assist- 
ance? Or is it, rather, the healing 
action of time, working through in- 
dividual initiative—the effort of each 
man to improve his own position. We 
grow impatient that over three years 
have passed since the Armistice and 
that conditions are still unsettled, 
boundaries in some cases not definitely 
fixed and devastation not fully repaired. 
Are we not losing our sense of per- 
spective when we indulge in these 
feelings? School histories will pass 
over ten years in a single line of narra- 
tive and, in so doing, are but giving 
proper recognition to the time units in 
which national affairs must be meas- 
ured. And the War was in its nature 
more cosmic than national. The 
effects of such an upheaval cannot be 
brought to a stop except gradually. 
We can reason out what should be 
done to mitigate the consequences of 
war and to hasten the restoration of 
normal conditions but we cannot make 
our conclusions effective except through 
man acting in his political capacity and 
man, politically, is not a rational 
animal. Politically, man tries every 
unsound device first, and, after re- 
peated failure, reluctantly adopts the 
effective course and then triumphantly 
proclaims that the people are always 
right—in the long run. And so they 
are—but only because they have the 
vitality to outlive all their mistakes. 


“*Men die, but Man lives.” 


Inefficiency is the price we pay for 
liberty and it is not too high a price. 
We can expect sound conclusions to 
emerge only from experiment and 
failure. 

The various economic conferences 
we have witnessed are the response 
to the feeling that something should 
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be done: the only effective work, how- 
ever, is being done by time. 

Had the indebtedness of the Euro- 
pean governments to the United States 
government been cancelled three years 
ago and had larger governmental ad- 
vances been made by us, we should 
but have impeded the recovery by 
diminishing the incentive to individual 
effort. 

Budgets must be reduced every- 
where, not least by our own govern- 
ment. Expenditures for armament 
must be reduced. Peace will come 
only as the desire to agress vanishes 
and as each nation realizes that its 
neighbor has no designs against its 
security (if in fact there be no such 
designs) ; and to this end nations must 
get to know one another better. 

Peace will not come by treaties; 
treaties can be broken: it will come only 
by the effective desire for peace. The 
great good of the Washington Con- 
ference! lies in the conviction that it 
carries of pacific intention, rather than 
in the formulae that it adopted. 


CANCELLATION i 


As to the cancellation of European 
indebtedness to our government, un- 
doubtedly it should be done—some 
day. It cannot be done conditionally: 
we cannot lay down the conditions of 
cancellation and then undertake to 
judge whether or not the conditions 
have been fulfilled. That would lead 
to suspicion, recrimination and ill will. 
But when conditions shall have be- 
come right, we can actually cancel our 
claims. In the meantime, debts that 
are not being paid impose no burden 
and while we are awaiting the ripening 
of events, our people will have an 
opportunity to try out some of the 
preliminary errors which politically it 
seems necessary to test by experience. 


1Conference on the Limitation of Armament, 


Washington, D. C., November 11, 1921. 
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The time for cancellation will come 
when Europe is about ready, through 
the continuation of the great efforts 
required during reconstruction, to be- 
gin repayment and it will then hardly 
be profitable to debate whether we are 
cancelling our claims because Europe, 
with due regard to the standard of 
living of her people, cannot afford 
to pay, or because we, with due regard 
to the full employment of our workers, 
cannot afford to collect, because, for 
one thing, we shall be acting for both 
reasons: the same conditions that will 


AM bound to confess that I feel 

only an academic interest in the 
discussion of plans for the economic 
rehabilitation of Europe. I cannot 
believe that economic schemes, even 
the most practical, will produce any 
considerable results until certain vital 
political problems have been solved. 
A necessary basis for economic activity 
is and always has been political security, 
just as civilization itself awaited the 
attainment of personal security. Un- 
til men had established a modicum of 
immunity from attack by their fellow- 
men, our primitive ancestors stayed in 
their caves or stole out furtively on 
expeditions for food. Life was wholly 
individualistic and even the beginnings 
of social and material progress were 
impossible. In the same way, in- 
dustry, trade and finance thrive only 
in an atmosphere of national security. 
There is a surprising parallelism be- 
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TION INDISPENSABLE 


then make it possible for Europe to 
begin repayments, viz.: her ability to 
export a surplus of commodities, will 
make it inadvisable for us to receive 
payment, which will be actually made 
in the form of commodities. 

All this is in the future. In the 
meantime, through discussion and still 
more through experience, we are pre- 
paring ourselves for the day when a 
decision will be required and time 
is doing the real work. Exchange 
rates are barely the ripples on the 


surface. 


all 


tween the relative industrial develop- 
ment of the different countries and the 
relative security each has enjoyed, 
whether the latter has resulted from 
accidental geographical considerations 
or from racial temperament. q 

The European political system has 
never and can never give permanent 
security. Continental Europe through- 
out its history has enjoyed only little 
patches of security, always underlain _ 
by plans for the next war. The | 
continental political system is the 
result of evolution during centuries | 
when men valued political power much 
more than they did economics, andthe __ 
habits and traditions of European 
militaristic diplomacy have become too 
fixed to be changed without pressure 
from the outside. vite 

Under this European system rulers — 
and statesmen build military alliances 
ever stronger, one nation against 
another, while the ordinary citizen is 
cajoled into patriotic assent—the am- _ 
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bitious, by promise of glory and profit; 
the fearful, by hopes of peace through 
“balance of power.” This building of 
alliances and piling up of preparations 
for war goes on until war is inevitable 
and comes almost as a relief. It is like 
a dam thrown across the course of a 
stream, an embankment built con- 
tinually higher as the waters rise. The 
bursting of the dam may be long 
delayed, but catastrophe at the end is 
certain. 

The economic organization of soci- 
ety in Europe has grown up as best it 
could during the little intervals of 
peace, and it has grown up in spite of 
government and in spite of the policy 
of rulers. Everywhere the character 
of European industrialism shows the 
blighting effects of its historical sub- 
servience to militarism. 


AMERICAN SECURITY AND EvuROPEAN 
VIGILANCE 


Here in America our geographical 
position has for a century so shielded 
us from outside aggression that we 
have forgotten the very essential part 
played by national security in our 
preéminent economic development and 
in the maintenance of our material 
prosperity. We have come to take 
security for granted as we do the air we 
breathe. It is unimportant whether 
our security has been at all times as 
complete as we believed it. The 
governing factor in our development is 
confidence which through most of our 
history has permitted us to go about 
our business of organizing production 
as if war and the necessity for military 
preparation either did not exist or were 
very secondary to our economic activi- 
ties. Europe placed military considera- 
tions first. We placed the social and 
economic first, and the effect of this 
fundamental difference is shown both 
in the relative material development of 
the two continents and in their tradi- 
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tions and ideals. The difference is 
partly psychological. It may be 
compared to the difference between the 
atmosphere of security surrounding 
life in a New England town and that 
of vigilance in one of the old western 
mining camps. In the former, although 
crime and criminals still exist and the 
citizen may be said to be in some 
theoretical danger, yet, as a matter of 
fact, the townsman goes about his 
business unarmed and oblivious to the 
chance of attack. In the mining town 
of the last generation even peaceable 
men gave much thought to self- 
defense. When they walked abroad 
they placed pistols in their belts as 
naturally as they put on their hats. 

For more than a century America 
enjoyed the security of isolation. We 
have this no longer. The events of 
1914-1917 proved that the develop- 
ment of transportation, the advance 
in military science and the integration 
of empires and alliances have forever 
destroyed our isolation, and with it our 
separate security. It is probable that 
in America we lost the reality of inter- 
national security ten years before we 
recognized it was gone. 

This generation has seen in Europe a 
little longer period of peace than usual. 
It saw the great European “dam” 
called “balance of power” built higher 
than ever before, and in the end, it 
witnessed the most devastating war in 
all history—a war which revealed our 
inevitable partnership in future Euro- 
pean wars, and hence our vital interest 
in reforming the European political 
system. 

I am not condemning Europe or 
European statesmen, but am stating 
facts which every far-seeing European 
will acknowledge. More than one such 
has assured me that the people of the 
Continent cannot break with their old 
traditions unless they are led or forced 
by a power outside themselves, There 
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are too many historical distrusts and 
hatreds. For too many centuries 
racial antipathies were encouraged 
among European peoples in the interest 
of autocracy, and too many cynical 
politicians now find these antipathies 
their best political support. It is 
perhaps well for us to remember that 
our own traditions and international 
ideals are not so much to be credited to 
superior virtue as to the isolation and 
security we have enjoyed. 


New Hope or LIBERALISM 


In December, 1918, Europe pinned 
its hope to a new internationalism 
which the United States would bring 
to it. The passionate welcome given 
to Woodrow Wilson was an expression 
of this hope. Europe accepted the 
League of Nations as a foundation on 
which to build a new political system 
on the American model. During those 
first few months new ideals were 
everywhere discussed in Europe and 
liberal statesmen were supported in 
every country. 

Then we deserted. Within less than 
a year after the Armistice our intention 
to withdraw from European affairs had 
become evident and a panic of reaction 
ensued. Everywhere arose a fear that 
the time lost coquetting with American 
ideals had sacrificed political and 
military opportunities. Fear increased 
old hatreds. It brought the old-line 
nationalistic statesmen to the front 
and discredited anti-militarist leaders. 
The old politico-military formulas were 
reéstablished. A feverish quest for 
military alliances began and has con- 
tinued up to the present time. 

Great Britain alone has kept up 
hope and maintained the struggle for a 
new order. To a certain extent the 
Channel has done for her political 
development what the Atlantic did for 
us. Since 1919 Mr. Lloyd George has 
fought the battle alone and, if one may 
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judge by current events, he is losing. 

So much for generalities. 

During the Armistice and for a year 
after the delegates to the Peace Con- 
ference went home, I was the sole 
representative of the American State 
Department in the Rhineland. After 
the Peace Conference the Rhineland 
became the storm center of Europe. 
As the American member of the Inter- 
allied Rhineland Commission, which by 
the treaty became the supreme repre- 
sentative of the Allies in the “oc- 
cupied”’ territory of Germany, most 
of the plans, ambitions and intrigues 
of that period necessarily came under 
my eyes. I believe I was unprejudiced, 
and I know that I honestly tried to use 
my American business training to 
appraise accurately the different Euro- 
pean national aims and the principles of 
men responsible for European policy. 

After the Armistice, France, the 
natural leader of the continental 
nations, had a great fear, and we must 
admit it was a legitimate fear. She 
had for neighbors seventy million 
revengeful Germans, who had demon- 
strated more than once their will and 
their ability to crush her unless she 
had the most powerful support. Yet, 
during the Peace Conference and for 
several months thereafter, the people 
of France showed a willingness to 
compromise with American and British 
ideals. The hard-boiled nationalists 
were in eclipse. Even moderate na- 
tionalists were apologetic and sought 
their ends by indirection. The spirit 
of revenge, in principle at least, was 
deprecated. Everywhere I felt that 
the majority of the responsible men of 
Europe were willing to exchange a 
portion of the military advantages of 
victory for a chance of new security. 


EFrrect OF PRESENT PoLicy ON FRANCE 


Then, I saw the hope of American 
assistance fade, = with it the spirit 
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of liberalism in Europe. Popular fear 
instantly regretted the lost time and 
opportunities. From that time the 
spirit of M. Poincaré (than whom there 
is no more honest patriot, along the 
old nationalistic lines) came to represent 
the spirit of France. On the one hand, 
military alliances with Belgium, Poland 
and other countries were eagerly sought; 
on the other, a determination to ruin 
or break up Germany became a national 
obsession. Many were the plans to 
accomplish this object, such as the 
insistence on impossible reparations, 
the several attempts to separate the 
Rhineland from Germany, the threat- 
ened occupancy of the Ruhr, the 
attempt to lure Bavaria into a separa- 
tion from the German Reich and 
the handing over of Silesian coal to 
Poland. 

There came a day, however, when 
the keenest minds in France realized 
that seventy million Germans could 
not be permanently ruined or sepa- 
rated. At the same time came a 
realization that circumstances had 
left France far and away the pre- 
dominant military power in Europe. 
Continental political logic pointed to 
only one course of action—namely, to 
insure the safety of France by main- 
taining this military predominance. 

Recent events have confirmed my 
belief that a military domination of 
Europe is in the minds of those who 
now control the destiny of France. 

Consider for a moment. The two 
most obviously necessary measures for 
accomplishing this purpose are: 

First, to keep Germany weak, help- 
less and at the mercy of France as 
long as possible. This requirement is 
being accomplished by an unyielding 
insistence on reparation payments 
which are absolutely impossible of 
fulfillment. Such insistence serves to 


keep Germany a treaty-breaker, a 
condition which not only insures 
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of the 
Rhineland, but renders probable prov- 


an indefinite “occupation” 


ocations which will warrant “occupa- 
tion” of the Ruhr by a French army— 
an “occupation” which is, I believe, 
the crux of the French military policy. 
Personally, I expect to see a French 
army in the Ruhr before the end of the 
present year, unless Mr. Lloyd George 
actually goes to the extent of threaten- 
ing a break of the Entente. 

The second necessity is an over- 
powering army. France has today 
nearly 850,000 fully equipped soldiers 
under arms. And France refuses to 
discuss disarmament. 


Errect OF PoLicy ON 
GERMANY 


As to the effect of the present 
European policy on Germany, I can 
speak with even more first-hand knowl- 
edge. While in the Rhineland I 
studied all classes, not only directly, 
but through weekly reports of personal 
representatives scattered throughout 
the country, whose business it was to 
interview farmers, workmen and pro- 
fessional men on subjects which bore 
on the relation of the German people 
to our “occupation.” I found the 
masses in Germany astonishingly non- 
political. In general they cared little 
about the form of their government or 
who should rule them, if only they had 
food, fuel and peace. I found very few 
of them strong for a return to Kaiser- 
ism. All classes, except the very rich, 
were inclined to give the republic a 
trial. 

After the War, world hopes for a 
pacific Germany centered in the new 
republic, in the lesson taught the mass 
of the people by the War and in a 
change of the ideals of the new genera- 
tion. Continued misery is now turning 
the German people away from the 
republic. They look simply at the 
fact that under the empire they were 
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well f na happy, while now they 
are hungry and miserable. Through- 
out history the middle classes have been 
the bulwark of democracy. There is 
today in Germany a serious danger of 
an alliance between the extremes of the 
social classes against the middle. 
Again, the new generation in Ger- 
many, seeing the other nations of 
Europe relapsed into pre-war inter- 
nationalism and having more than a 
suspicion that France has adopted 
many of the German pre-war ambi- 
tions, will come to believe their present 
misfortunes due not to false ideals or 
the immoral policy of their govern- 
ment, but to faulty technique. They 
will be easily assimilated to some 
future imperialistic plan which promises 
through a better preparation to obtain 
for them revenge and national glory. 


SUMMARY AND CONCLUSION 


To summarize: 

1. The attempts to rehabilitate 
Europe economically will be futile, or 
at least the results trivial, until security 
is attained. 

2. In all the centuries the European 
political system has never created 
anything but temporary security. 

8. Modern weapons and the present 
financial and political demoralization 
render the promise of future security 
under the continental system too tem- 
porary for economic revival. 

4. The continent of Europe is so 
bound by habit and tradition that it 
cannot alter its political system without 
outside help. 

5. The United States by the accident 
of geography has enjoyed security and 
developed a system adapted to secu- 
rity, hence adapted to encourage indus- 
try and trade. 

6. Our peculiar relation to Europe, 
and especially our financial position, 
place it within the power of America to 
force upon the continental nations 
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those non-militaristic political formulas 
which have made a peaceful association 
of states possible on this side of the 
Atlantic. 

7. Not only is it our duty to render 
assistance, but industry, trade and 
finance have become so internationally 
related that we cannot prosper unless 
Europe prospers, while European mili- 
tary alliances are now on such a huge 
scale and the catastrophes so terrible 
that we must in future always suffer 
with the rest. 

We have refused to join the League 
of Nations—the first attempt ever 
made to get together all the nations of 
the world, big and little, for the purpose 
of establishing international public 
opinion as a support for peace and 
justice. We have refused to help 
apply our own ideals—to aid an asso- 
ciation built on our own model. We 
have cynically disclaimed other mo- 
tives than selfishness for this desertion 
by joining three powerful nations in 
an old-fashioned alliance—of the con- 
tinental model. 

I still believe the United States will 
join the League of Nations. When 
those practical facts—persistent busi- 
ness depression and the cause of that 
depression—force their way through 
the murk of sentimental and political 
misconception developed during 1919 
and 1920, when the farmer, the miner, 
the workman and the business man 
brush aside the prudery which now 
makes it bad form even to mention the 
League of Nations, our people will see 
the inconsistency of America’s posi- 
tion, the tragedy of our desertion, and 
will.insist that the United States join 
with the other peoples in a league for 
peace. 

Then we will join the League of 
Nations and our leadership will make 
of it the most powerful factor for the 
maintenance of peace and security in 
the world; and then, and then only, 
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the first effective step will have been 
taken for the rehabilitation of Europe 
—and of America. 

In conclusion, I wish to say that I 
am not primarily making a plea for the 
existing League of Nations. I merely 
desire to bring up for consideration cer- 
tain conclusions forced upon me by 
personal observation of the tragic rise 
and fall of a great hope. 

I saw the mass of the French 
people, in the sunshine of a new 
American-made security, develop such 
powerful anti-military sentiments as to 
give effective promise of a new inter- 
nationalism in Europe. I repeatedly 
heard representatives of the great 
middle class condemn their nationalistic 
statesmen and from December, 1918 
until October or November, 1919 I 
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s American Prosperity Dependent Upon the 
ad Rehabilitation of Europe? 


President, Baldwin Locomotive Works, Philadelphia, Pennsylvania 


N answer to this question from 

the point of view of a manu- 
facturer is easily given; namely, that 
America, meaning particularly the 
United States, could, if necessary, get 
along without Europe. All essential 
products, including capital, are being 
produced in the United States, and if a 
cataclysm should destroy Europe it is, 
of course, obvious that North and 
South America could continue to 
exist very well. Mere existence, how- 
ever, is not living to the fullest capacity 
of our opportunities, and the elimina- 
tion of Europe would be a very un- 
pleasant process. Furthermore, the 
readjustment to such elimination would 
be long and painful and attended by 
great suffering in this country and 
throughout all that would be remaining 
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observed the immense popular support 
given to liberal leaders. 

And then America withdrew and the 
dream faded and fear came back 
stronger than ever. It was a great 
fear which drove men to military 
schemes and military leadership as 
their only alternative. I left Europe 
with a firm conviction that only Amer- 
ica could check the rising tide of fear- 
bred militarism and that without our 
political cojperation no security could 
be established in Europe sufficient to 
form the basis for economic revival. 
And I join an increasingly large 
number of American business men in 
believing that, until such European 
revival is made possible, we can expect 
no relief from our present business 


of the civilized world. If in the 
original cteation of the world Europe 
had been eliminated there is no doubt 
but that the world would have satis- 
factorily prospered. 

The United States of America has 
long been an associate of European 
nations. It has built up a foreign 
trade in raw materials and the products 
which were necessary to these countries, 
and without which it would have been 
impossible for them to have achieved 
so great a place in the world’s manu- 
factures; and thus our prosperity, as 
well as that of these European nations, 
gradually became greater and their 
activities or industries more diversified 
with the gradual increase and im- 
provement of the means of transporta- 
tion and communication employed. 
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Therefore, it is evident that the pros- 

perity of our people here in America 
demands a reéstablishment and a 
continuation of the association that 
was built up during the years prior to 
the last war; and for America to 
deliberately refuse to assist in Euro- 
pean rehabilitation would be un- 
thinkable. 

When we consider what the term 
rehabilitation means, we at the same 
time realize that the interests of the 
United States are so closely inter- 
woven with those of the European 

nations that to secure an economic 
revival of European business there must 
be accomplished : 

1. A stabilization of exchange, the 
balancing of budgets and a retrench- 
ment in the matter of governmental 
expenses. 

2. A definite settlement of the in- 
terrelated questions of German repara- 
tions and allied debts. 

3. A definite settlement of inter- 
national boundaries. 

A careful consideration of the first 
requirement toward this accomplish- 
ment will establish the fact that the 
stabilization of exchange must be 
brought about by a more general 
exchange of commodities between the 
nations involved; that certain . re- 
strictive conditions now prevailing 
must be either wholly or in part 
abandoned, and that the living condi- 
tions of the masses must become more 
uniform, so that the money of any 
nation will command its full value in 
the conduct of international business. 

The balancing of budgets can be 
accomplished only by taxing the people 
sufficiently to meet the necessary 
expenses of the government where 
inflation has taken place, and this 
difficulty seems to be difficult not only 
among all European nations but is true 
also in regard to the financial affairs 
of our own country. 
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Retrenchment in all governmental 
expenses is therefore necessary not 
only in the United States but in every 
European nation as well. The com- 
mon people must realize that the 
country belongs to them. They are 
the workers, the producers, and the 
nation as a whole cannot prosper 
without a maximum effort on their part. 

Unfortunately, however, there are 
many difficulties prevailing in Europe 
which do not prevail in the United 
States. The racial antagonisms that 
have existed for centuries, instead of 
growing less as the result of the War, 
have largely increased, owing to the 
redistribution of the country and the 
creation of new governments, many of 
them consisting of mixed peoples. 

We have, for instance in France, a 
serious situation, a constant fear that 
should she reduce her national defense 
she would once more be overrun by 
German hordes. We here in America 
do not fully realize the situation. 
France, at the recent congress of 
nations held in Washington for the 
diminution of the navies of the world, 
acquiesced; but when the question of a 
reduction in her military expenditures 
for the maintenance of an army con- 
sidered sufficient for her future pro- 
tection was presented, she very properly 
refused to be interfered with in this 
connection. 

If, however, it were possible to 
change about the nations of the world 
as we do pawns on a chess board and 
give to France as a neighbor, in lieu of 
Germany, our own neighbor on the 
north (Canada), and then substitute 
for Canada the warlike nation of 
Germany, we should be compelled to 
maintain an army, to fortify our 
northern frontier and to live con- 
stantly in the dread of a German 
invasion. France could then safely 
abandon her army or reduce it to a — 
basis as low as that which we here ali 
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the United States now enjoy. It is, 
therefore, impossible to see how France 
can safely relieve herself of this burden 
under present conditions. 

This same situation is even more 
acute in Poland, a nation which has 
been deprived of self-government for 
more than a century, and which is 
now rapidly justifying its existence. 
She is confronted with the Bolshevists 
on the east and the jealous and grasping 
Germans on the west. Her expenses 
for military necessities will continue 
to be large until some method is 
determined upon that will insure 
permanent safety from the invaders. 
We in the United States feel we should 
remain at home and mind our own 
business and permit Europe to settle 
her own difficulties. But it may be 
found impossible for Europe to do this; 
and it may also develop that her con- 
tinued distresses since the War will 
become more and more aggravated as 
time goes by and thus make it ab- 
solutely necessary for this country to 
become interested in European affairs; 
and by its association or influence 
bring about a condition that will insure 
peace and happiness to the common 
people who now are so deeply distressed. 


Dests AND REPARATIONS 


In regard to the second requirement, 
we must not lose sight of the fact that 
the governments of Europe are today 
debtors to the government of the 
United States to the extent of ap- 
proximately $10,000,000,000. There- 
fore, from a monetary interest alone, 
the United States is most deeply con- 
cerned in the rehabilitation of Europe; 
a rehabilitation which will enable 
Europe to repay the loans so generously 
made during the War, so that then 
she might keep up the struggle and 
secure a victory. 

On the other hand, our largest 
debtors, i.e., Great Britain and France, 


Tue ANNALS OF THE AMERICAN ACADEMY 


also have vast sums due them by 
Germany, Russia and other Euro- 
pean countries for loans made before 
the War, during the War, as a result 
of the War, and reparations, in con- 
sequence of which the different nations 
of Europe feel that German reparations 
and American credits in Europe are 
inseparably associated. It is im- 
possible for one to conceive how either 
England or France can meet her 
obligations to the United States until 
they have each become prosperous, and 
the reparations and other expenses at- 
tributable to the war have been satis- 
factorily discharged by the German 
nation. 

In business, obligations entered into 
are never cancelled. When it becomes 
impossible for a corporation to meet its 
obligations its affairs are liquidated 
and it passes out of existence. It is 
impossible, however, for a nation of 
the magnitude of Germany (so highly 
cultivated and so advanced in the arts 
and sciences of the world) to permit 
itself to disappear as a nation. There- 
fore, in order once more to be able to 
resume her former standing among the 
nations of the world, she must pay the 
price which she agreed to pay, in order 
to escape the further punishment which 
she so justly deserved. 

It is just as necessary for nations to 
discharge their obligations one to the 
other as it is for those in the ordinary 
business affairs of those nations to do 
so. And until Germany arrives at the 
conclusion to pay her debts first we 
can expect no material advance in the 
rehabilitation of the European coun- 
tries now suffering. And in the 
interim, the many interests of those 
countries will suffer and the progress of 
the world at large be retarded. 

BounDARIES 

To consider the third requirement, 

if all the disputes now existing between 
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European nations as to their boundaries 
could be definitely settled, and the 
settlement be guaranteed and pro- 
tected in the future by a combination 
entered into by the various European 
states for that purpose, reductions in 


military armaments could proceed in a 
manner similar to the reduction of 
naval armament already agreed to. 
There would then grow up gradually 
a feeling of confidence regarding each 
other’s good intentions. This restora- 
tion of confidence, in my opinion, is of 
the highest importance; for, as before 
mentioned, nations are but a super- 
orm of business companies, and a 
successful business relationship is im- 
possible unless there is confidence in 
the integrity of those with whom we 
are dealing. If such an era of good 
feeling could be established there 
would naturally result an intercourse 
of trade and a material reductien in all 
governmental expenses—a reduction 
that must be made if the common 
people are to be relieved of their 
burdens of taxation. 

In estimating the situation existing 
in Europe today, after having per- 
sonally traversed the entire area west of 
Russia, not only immediately follow- 
ing the War but during the most re- 
cent months, find that the producing 
and consuming capacities have both 
been greatly depleted. The producing 
capacity has been reduced by devasta- 
tion, debt, death, political disorganiza- 
tion and inefficiency; also, to a very 
large extent, by the destruction of 
accumulated wealth, known as capital. 
This destruction of capital now prevents 

| the necessary work of rehabilitation 
in Europe from being carried out, so 
far as Europe itself is concerned. In 
many cases lack of ability to produce is 
caused as much by the shortage of cap- 
ital or accumulated goods as by anything 
else. 
Not more then fifty per cent of the 


producers of the world are in n condition = 
to deliver their full quota under 
favorable conditions. One half of 
the remainder of the world, including ss 
the states of western Europe ine a 
to the devastation and financial poverty 

caused by the War) are unable io 
produce at present more than one-half, = 
or fifty per cent of their pre-war quota — 

of the world’s requirements. And the 
remaining one-quarter of the world’ s 
producing capacity has almost, if not | 
entirely, disappeared—at least, it is so _ Me) 


small as to be when comput-_ 


produce. 
Such is the condition ailing in 
Russia, 


since ly stated to the 
speaker, by those prominent in a 
affairs of government and _ well- 
formed as to conditions prev ailing in 
that country, that it will so remain 4 
twenty-five years to come. el 
it is certain, and cannot be ignored, : 
that the first step toward improvement bt 
in the great wrecked empire of Russia — 
must be brought about in some manner 
within the country itself. 

In the rehabilitation of Russia the € 
countries of western Europe are most 
vitally concerned. At least 40 per cent — 
of their foodstuffs and raw materials 
necessary for the sustenance and *, ie 
complete employment of their peoples 


must be obtained from this vast area. 
In my judgment, no effort can be made 
by either Europe or the United States . , 


of America that will promise success, 
except to begin this rehabilitation a 
the extreme edges of the country and 
gradually bring about peace _— 


management has dried up practically §8 
all of the wealth-producing sources _ 
possessed by that great country prior _ 
to the beginning of the War. Russia _ . 
has not only been pronounced by our iF 
able Secretary of State, Mr. Hughes, 
f 
| 


rhy 


occupation and liberty regulated by 
law, as the industrial armies progress 
with the invasion. 

We cannot reasonably expect the 
nations of Europe at present to con- 
tribute largely to the wants of nations 
seeking to restore their destroyed 
facilities, or build newones in the nature 
of expansion; because the undertaking 
of such work involves the supply of 
these services for future payment. In 
other words, the customer has nothing 
at this time with which to pay, and 
consequently must be allowed time in 
which the earnings of this new work 
will pay for the work itself. 


America A Creprror NATION 


‘The United States of America is the 


only nation in the world today having 
sufficient spare wealth or capital to 
invest in these new undertakings and 
in the improvement of the equipment 
of the various countries, thus increasing 
their productive capacity. Our stand- 
ing has been entirely changed by the 
War. Although our foreign trade at 
this time is higher than that of our 
pre-war level, it must not be forgotten 
that our productive capacity was greatly 
increased during the War period, and, 
therefore, to find an outlet for this 
capacity we must increase our foreign 
or export trade. The opportunity is 
now before us, and such increase for us 
is entirely reasonable, owing to the 
curtailed productive capacity of Europe. 

From a debtor nation, concerned 
chiefly with its own development, the 
United States has now become a 
creditor nation and concerned, whether 
willingly or not, with the development 
of the whole world. Since the early 
days of the War Europe has been able 
to pay in kind for only a small portion 
of the material supplied to her by the 
United States, with the result that she 
has acquired a great debt. Prior to the 
War the United States was indebted to 
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Europe for upwards of $4,000,000,000, 
while now she is a creditor to the rest 
of the world to an extent exceeding 
$12,000,000,000. 

It has been shown that instead of 
having to export material to the value 
of $200,000,000 or $300,000,000 a year 
to meet interest payments of other 
nations, the United States will have 
to import products of other nations to 
the extent of about $800,000,000 or 
$900,000,000 annually in order to 
receive interest and principal upon the 
foreign loans she has granted since 
the War began. Until about 1920 the 
United States took payment for her 
excess exports mainly in securities, but 
with the weakening of credit and trade, 
she began to demand payment in 
gold, with the result that during the 
last two years over $800,000,000 
worth of gold has been transferred to 
the United States. Such a flow of gold 
naturally could not be continued in- 
definitely, and the problem of assisting 
in the rehabilitation of Europe is being 
solved by the sale of securities by 
Europe to the United States. 

To permit this method of solution 
the people of this country must have 
confidence in other nations, and it is 
this feature of confidence that I have 
so strongly emphasized in one of the 
preceding paragraphs. Very fortu- 
nately, this feeling is being established 
and the export of American capital to 
foreign countries is now taking place at 
an unprecedented rate. This flow of 
capital enables foreign markets to buy 
materials here; not only raw materials 
as in the past, but manufactured 
products and machinery. The hand- 
ling of foreign finance and foreign 
business on a large scale in the United 
States is comparatively new, and, as in 
all new endeavors, mistakes are likely 
to be made which can only be corrected 
with time and experience. The foreign 
trade of the United States is sure to 
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grow (nothing can stop it) but it will 
grow more or less quickly and more or 
less satisfactorily in proportion to the 
intelligence of the management and the 
salesmanship supporting it. 

Wealth can be acquired only by 
work. The entire army of workers 
throughout the world must now forget 
that period of artificial prosperity 
which it enjoyed during the period of 
the War; a temporary prosperity 
among the workers, both employer 
and employed, that has plunged most 


nations excepting the United States. 


into financial chaos, if not absolute 
bankruptcy. 

Roubles that in 1914 were worth 51¢ 
each, or say two to the American dollar, 
now have a value somewhere in the 
neighborhood of 1,000,000 to the 
dollar. This number may not be 
exactly correct, but accuracy is not 
necessary because the paper itself is of 
more value in its original form than 
when ornamented with printer’s ink 
to represent a monetary value. Our 
workers, which include all those en- 
gaged in production, must now learn 
how to produce the maximum for 
compensation received, rather than 
expect to receive the highest possible 
compensation for a minimum of serv- 
ices rendered. 


RESTORATION OF CONFIDENCE 


The reconstruction of the war- 
devastated areas and the expansion 
and development of new countries in 
different parts of the world is there 
waiting to be done, and must have the 
services of real money or capital 
accumulated somewhere and waiting 
to be used. This somewhere is now the 
United States, and our falling money 
rates show that capital is being pro- 
duced by us faster than it is being 
consumed. A _ return to increased 
activity can only follow a confidence 
in those whom we endeavor to serve 
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Europe AND AMERICAN PROSPERITY 


that their commitments will be met. 
credit system that will apply itself to 
the world’s requirements must be 


built up. A determination to proceed __ 
must definitely be acquired by Ameri-— 
cans, after which rehabilitation, not 
only of Europe but of the entire world _ 

outside of our own God-blessed coun- | 
try, will proceed rapidly and perma- 


nently. 


Those of us who have been busily # , 
engaged since the War in an effort to _ 


build up a trade with the outside 


world, have learned that only by first. — 
creating a feeling of confidence and by | 
displaying a willingness to participate — 
in the possibilities of the future have © 


we been able to lend aid in the rehabili- 
tation of some countries and the 
development of others. 


Confidence precedes credit,and charac- 
ter precedes confidence. I have always © 

been optimistic and felt that the innate — 
common sense of the various nations __ 


would in the end develop a common 
ground whereon some mutual under- 
standing could be reached after the 


tremendous upheaval that the world o 
has just experienced. My own com- © 


pany has happily been in accord with 
this policy and we have provided 


transportation to Belgium, Poland, | 


South America, and to our near neigh- 


bor, Mexico, in all of whom we have | 
the fullest confidence regarding their | 


integrity and intention to pay—in 


their development upon a credit basis, __ 
or, in other words, a confidence basis; — 
and these obligations entered into are 


all being faithfully met. 


Other producers in the United States _ 


have been in accord with my views, and 


still more now seem to be agreeable to | 


this policy, judging by the confidence 


that is being displayed in the various — Ad 


foreign loans lately placed in this 
country. 


The Genoa Conference, to which I 
have been opposed ever since its 


f 


59 
| 
| 
e | 
q 
d . 
at 
of 
ly 
1s 
d- 
m 
in 
ed 
to 


viel 


60 rad Tue ANNALS OF THE AMERICAN ACADEMY Ye 


suggestion, has accomplished nothing 
so far, excepting a postponement of 
ultimate rehabilitation. The bitterness 
that has been uncovered and the in- 
creased thought of how to procure 
separate advantages will retard con- 
fidence rather than promote it. The 
United States by its wise determination 
not to participate leaves us in the 
strongest possible position to step in at 
the opportune moment and blast the 
way for other nations to follow in the 
recovery to the world of the Russian 
domain, and to place it once more 
among the world’s assets, instead of, as 
it now exists, a liability of the gravest 
character, menacing not only the peace 
and prosperity of Europe, but also a 
civilization that has required centuries 
of bloody wars and continued effort to 
develop. 

Briefly summarizing the subject 
from the point of view of an American 


manufacturer or businessman, who not 
only loves his own country, but has a 
confidence in and an affection for the 
peoples of other nations, I firmly 
believe that American prosperity deeply 
depends upon the rehabilitation of 
Europe. I believe that Europe as a 
customer is morally sound and _ is 
entitled to our fullest confidence, and 
that the ultimate solution of the — 
problem will be the creation of new — 
engineering enterprises upon the basis 
of permitting sufficient time for pay- 
ment to elapse, in order that the — 
enterprise itself will produce the excess — 
wealth necessary to repay its original 
cost. Europe will then not only be 
rehabilitated, but will be enriched, and 
the United States herself will prosper as 
she has never prospered before. 


It is America’s opportunity; it is — 


America’s duty,—we should respond 
to the call. 


_ America’ S Interest in the Rehabilitation of ——s 


AM conscious that it is presump- 

tuous in me to discuss in so short 
a space our interest in the rehabilita- 
tion of Europe. It is a great tempta- 
tion to indulge in glittering generali- 
ties, but I have before me as a warning 
that wise paradox, that “all generaliza- 
tions are false, including this one.” 
It is also difficult at this time to re- 
frain from uttering certain phrases, 
certain catch words, which might 
satisfy our judgments upon this very 
complex problem of our relation to 
Europe. But like a theologian who 
recently said that he did not intend to 
allow his Christianity to depend upon 
the credibility of Judges or the 
edibility of Jonah, I shall not allow my 
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judgment upon this present situation 
to be determined by any catch phrases, 
such as the “League of Nations,” 
or the “cancellation of inter-allied 
indebtedness,” or any other simple 
theory by which we are to pull Europe 
out of the mud. The rehabilitation of 
Europe must begin in Europe; it will 
not begin in the United States. 

Our interest, however, in the re- 
habilitation of Europe is fundamental 
and very vital. I should not say that 
the prosperity of the United States 
depends primarily upon the economic 
recovery of Europe, but that we do 
have a direct interest in Europe’s 
stability and prosperity. 

Two English ladies were once dis- 


| 


cussing the difference between a mis- 
fortune and acalamity. Disraeli, who 
happened to be present, was called 
upon to decide the controversy. He 
said, “ That’s very easy. If my politi- 
cal opponent, Gladstone, should fall 
into the Thames, that would be a 
misfortune, but if somebody should 
help him out, that would be a 
calamity.” 

Perhaps, the failure of Europe to 


rehabilitate itself, from our point of 


view, would not be a calamity, but 
certainly it would be a tremendous 
misfortune. Our prosperity rests on a 
much broader basis than our trade and 
financial relations with Europe. For 
the present I am speaking only of 
economic problems. In spite of the 
tremendous expansion in our export 
trade, in spite of the importance of 
international finance to us today, the 
basis of our prosperity in this country 
is in domestic finance and in domestic 
trade. 


CHANGES IN INTERNATIONAL 
AccouNtT 

I am entirely aware of the very 
important changes which have taken 
place in our international account 
since 1914. We have piled up a gold 
balance which is embarrassing. Some 
of our industries, which before the 
War regarded the export market as 
merely incidental, have now come to 
depend upon it for their prosperity. 
We extended large loans, both private 
and public loans, to Europe. We have 
made a start toward—I was about to 
say a merchant marine—but I will not 
go that far; we have accumulated a 
large number of ships which are today 
carrying a substantial part of our 
Overseas commerce. 

These changes which ordinarily 
come to a nation gradually—in a 
generation or two—have come to us 
suddenly, and have precipitated a 


clash of class interests in the United 
States somewhat similar to that which 
occurred in Great Britain in the middle — 
of the nineteenth century. Some have 
even attempted to extend the analogy 
between our position today and that 
of Great Britain during that period. © 
It has been pointed out that Great _ 
Britain came to a place where she had | 
to export a great quantity of goods. 
Her industries had outgrown the home 
market. She had loaned a large 
amount of capital abroad—in the 
United States and in the Argentine—- 
and dividends were beginning to be- 
come payable. She had developed a 
merchant marine that was carrying a 
great part of the commerce of the 
world. Because of these conditions, 
certain classes advocated the abolition 
of the corn laws in order that foodstuffs © 
and raw materials might flow into _ 
Britain and support her growing in- 
dustries. The measure was violently — 
opposed by the agricultural classes, — 
and there ensued a struggle between the — 
manufacturing and agrarian interests 
which was nothing short of a social | 
revolution. Certain classes in our > 
country see a parallel, but Britain’s 
situation then differs essentially from 
ours today. We are more vitally 
interested in the development of our 
great internal resources than in the 
extension of our overseas trade or in 
the development of our merchant 
marine, and while these latter interests 
are important to certain classes in the 
community and need to be considered 
in the wider aspect of our national © 
development, they, nevertheless, are 
only a part of the picture and should 
not be given undue emphasis in con- 
sidering the problem of the rehabilita- _ 
tion of Europe. 


Crass INTERESTS 


There are a number of class in- 
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exporting industries, importing con- 
cerns, shipping, and international fi- 
nance, are, of course, interested in 
freer trade relations. On the other 
hand, there are our manufacturing 
interests, our great manufacturing 
structure, which has been built up 
under conditions which preceded 1914. 
At the present time the unsettled con- 
dition of the currencies in Europe! and 
the eager efforts which European in- 
dustries are making to regain their 
pre-war markets in America, seem to 
justify Congress in giving to the pro- 
ducers of this country the benefit of 
the doubt, if any exists. 

At the same time our agricultural 
classes have become very much in- 
terested in the problem of protection. 
A situation has developed which is 
sometimes overlooked, namely, that 
certain of our agricultural products are 
no longer on an export basis. We are 
introducing into this country large 
quantities of certain agricultural prod- 
ucts from abroad. Take, for example, 
the meat industry. We had a net 
export of meat products up until 1913, 
when we shifted to a net import from 
abroad. This continued until 1916, 
when, under the stimulus of war, we 
again shifted to a net export basis. 
In 1920, however, the import tendency 
reappeared and we went back once 
more to a net import basis. That is 
probably the extreme case, but in 
general it may be said that our new 
lands have all been taken up. In- 
tensive agriculture is taking the place 
of extensive agriculture. Abroad in 
Argentina, Canada, Manchuria and 
Siberia production of typical American 
products is being carried on under con- 
ditions of extensive agriculture. It is 
under this condition that our agricul- 
tural classes are gradually becoming 
interested in the problem of protection. 

A problem of statesmanship is 


‘raised by the clash of different in- 
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terests as Mr. Strauss' so very interest- 
ingly points out. There are certain 
tendencies which need to be restrained 
on the one side and certain tendencies 
which need to be encouraged on the 
other, so that in building up the struc- 
ture of our domestic prosperity, bal- 
ancing the interests of exporters with 
those of producers, the interests of 
finance with those of the importing 
class, we may build up a diversified 
national structure which makes the 
real basis of our prosperity. 

In saying that, I have done so 
partly as a warning. In discussing a 
subject like the rehabilitation of 
Europe there is a great tendency to 
over-emphasize the importance of 
individual factors. We do have an 
economic interest in the rehabilitation 
of Europe. Many of our agricultural 
products, for example, are still on an 
export basis and they depend upon the 
European market for their sale. There- 
fore, a poor Europe means the lack of 
prosperity in certain agricultural 
communities. Many of our manu- 
facturing industries are on an export 
basis. They want to sell goods in 
Europe. A poor Europe means a 
decline of prosperity for them, and 
even in the case of our exports to 
South America and to Asia, a poor 
Europe will make it impossible for 
Europe to buy the products of those 
countries and furnish bills of ex- 
change to pay us for our exports to 
them. 


SUGGESTIONS AS TO REHABILITATION 


It may be presumptuous for me to 
attempt any solution of the problem of 
Europe today, but having no expert 
record on this subject to preserve, I 
venture one or two suggestions. 

The importance of Russian trade is 
widely recognized. At present the 
political difficulties bulk large, but 
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necessity and time are working for a 
sane solution. It seems to me that 
much of the economic rehabilitation of 
Europe must begin with Russian 
trade revival; that the reéstablishment 
of sound trade relations with Russia 
based upon progressive, productive 
methods in Russia, will be the be- 
ginning of the economic rehabilitation 
of Europe. Particularly is this true 
in the case of the rehabilitation of 
Germany. If Germany is to pay 
reparations she must increase her 
exports, and she must be able to base 
that export trade upon her trade with 
Russia. Until the reparations problem 

is settled; until payments are reduced 
to a definite basis and reparations to an 

amount which Germany can pay, it is 
probable that European countries will 
not balance their budgets. Until the 
budgets are balanced, the currencies 
will continue to be depreciated, and 
the difficulties arising out of that 
situation, which I may say in some 
cases have been greatly exaggerated, 
will not be remedied. Europe needs, 
more than anything else, political 
stability and a chance to re-assert her 
reproductive power. 

In 1918 Mr. Kerensky, talking to me 
in London, said, *‘Go back and tell the 
American people to have faith in the 
reconstructive powers of the Russian 
people.”” I believe that if a political 
situation can be created upon which 
the people of Europe may go to work, 
there will come the rehabilitation for 
which we all hope. 

There is a story of a Persian who had 
a donkey that would not go; so he 
went to one of the sages of his people 
and asked him what to do about it. 
This sage gave him a bottle of acid 
and said, ‘“‘When you get out on the 
road just put a little of this on the 
donkey and he will go all right. ” So 
the Persian started out on his journey. 
When the donkey reused to go, 


he single and bargaining two by two, v4 


applied a drop or two as prescribed, — 
and the donkey disappeared over the _ 
horizon in a cloud of dust. The owner _ 
was left sitting by the road, contem- 
plating his loss and wondering what to Pie 
do. Finally, he bethought himself of 
the acid. He took it out and puta 
couple of drops on himself, and in a 
short while he found himself waiting 
for the donkey. If wecould put some 
acid of that kind on Europe and start ah 
it to work, the process of rehabilitation  __ 
would probably follow in short order, = 


CONCLUSION 


To avoid a misunderstanding, one 
or two things should be said in con- 
clusion. I do not think that we should 
approach the problem of the rehabili- 
tation of Europe purely as an economic 
problem, for, of course, itis much more 
than that. Europe is seeing ghosts of | 
the past; she is sorely in need of polit- | 
ical stability, and it will not come until | . 
her people learn more charity. Our 4 
attitude should be one of extreme gen- 
erosity. We do not live by bread alone. _ 
We have an interest far deeper than _ 
economic gain in seeing Europe pull 
through. If Europe does not come 
back, America becomes the last 
stronghold of the white man’s civiliza- = 
tion, and even if she does come back, — 
we may well give thought, we and 
Europeans together, to where our 
civilization is moving. If we go on 
exhausting ourselves by wars and — 
post-wars, hatreds and hostilities, we | 
may find ourselves divested of our 
leadership. Our civilization is essen- — 
tially economic at its basis, and if that 
is cut away, what then? President 
Harding saw this problem when he 
called the Arms Conference, and its — 
success presages other progress, I be- 
lieve, toward international conferences 
on the great economic issues which | 
divide nations and which nations, 
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cannot solve. European problems 
- must be solved, but beyond them 
_ there are international economic prob- 
lems, world-wide in importance—prob- 
lems of raw materials, colonies, foreign 


| 


w™ an area constituting only 


7.7 per cent of the land area of 
& globe, slightly larger than the 
: United States and Alaska, Europe held, 
before the War, 26.4 per cent of the to- 
tal population of the world. This is 
i? over four times the population of the 

United States, more than ten times the 

population of all South America and 

equal to the total estimated population 

of all Eastern Asia, including the islands 

of Japan, the Philippines and the Dutch 
East Indies. This large population 
io gave to Europe an average density of 
120 people to the square mile, a density 
of 35 times that of the average density 
of the world-population or the popula- 
tion-density of the United States. The 
density of Europe’s population is 
further indicated by the fact that out 
of approximately 400 cities of over 
100,000 people, 190 or 47.5 per cent are 
in Europe. 

The largeness of its population and 
the concentration of that population do 
not, of course, necessarily indicate that 
Europe is a region of great economic 
wealth. The economic importance of 
a region must be measured by its 
ability to support, in comparison with 
the rest of the world, a large population 
in comfort through the magnitude of 
its production and its facilities for 
carrying on trade and commerce. 


Some measure of Europe’s economic 


‘Tue ANNALS OF THE AMERICAN ACADEMY 


«Europe and the Development of American 


Foreign Trade 


By G. B. Roorsacu 
Chief, Bureau of Research, Department of Commerce, Washington, D. C. 


investments, shipping and electrical 
communications, which if they are not 
solved by some international coépera- 
tion will destroy not only Europe but 
also America. 


A 


importance is shown by the following 
facts. In 1913, Europe had 33.4 per 
cent of the railway mileage of the world. 
This was slightly less than the railway . 
mileage of the United States. The 
net tonnage of Europe’s merchant 
marine, on the other hand, was 69.3 
per cent of the total merchant marine 
of the world. In telegraph wire, 
Europe possessed 60 per cent of the 
total world-mileage. 

In agricultural production, Europe 
has been far the richest producing-acea 
in the world. Europe leads in the 
production of most of the great food 
crops, in spite of the fact that she is 
also the greatest importer of agricul- 
tural products from the rest of the 
world. Table I shows the production 
in 1913 of the leading agricultural 
crops, indicating the per cent of the 
total world-crop produced in Europe. 
In 1913, European farms produced 96 
per cent of the total world’s rye; 62 per 
cent of the world’s oats; 71.8 per cent of 
the world’s barley; 52.4 per cent of the 
world’s wheat; 18 per cent of the 
world’s corn; 92.1 per cent of the beet 
sugar crop, and 42 per cent of the 
total sugar production of the world. 
Over 90 per cent of the potatoes of the 
world were then grown in Europe, and 
92.6 per cent of the olive oil. Of the 
world’s important food crops, only a 
few are not found in surpassing im- 
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Europe as A Untrep States Market 


TABLE I. Foopstrurr Propuction Europe 
1913, or 1913-14 
7 

Commodity Unit of Measure World Europe Pawcre Lae. 
Kuss we Bushels 4,697 437,000 2,907,339,000 
Barley Bushels 1,650,265,000 1,184,343,000 
Bushels $,587,429,000 640,374,000 
Rice Gin heck), 1,000 pounds 147,706,980 1,699,342 
ETS Bushels 131,327,000 27,692,000 
Flax fiber. Pounds 1,918,915,000 1,918,915,000 
Sugar, beet Short tons 9,434,000 8,688,000 
Sugar, total.......... Short tons 20,704,000 8,697,000 
Potatoes Bushels 5,802,910,000 5,257 ,659,000 
wal Pounds 1,011,532,000 936,432,000 


portance in Europe. Millet is not 
grown in appreciable quantities, but 
Europe produced 1.2 per cent of the 
world’s enormous rice crop, and nearly 
18 per cent of the maize crop. In 
addition to the grains and root crops 
mentioned, 21.1 per cent of the flax- 
seed crop of the world was produced in 
Europe and practically all flax fibre 
had its origin in this continent. 

In the production of animals and 
animal products, Europe’s position is 
less dominating than in vegetable 
products. Nevertheless, as shown in 
Table II, that continent had in 1913 
nearly 51 per cent of the world’s swine; 
41.7 per cent of the goats; 32.4 per cent 
of the sheep, and 30.3 per cent of the 
cattle. With this large animal popula- 
tion there was a correspondingly large 


production of dairy products, of hides 2 ee 
and skins, and of other animal products. 
Of the four great textile raw mate- _ ri 
rials, Europe before the War was a 
leading producer of three, producing _ 
26.8 per cent of the wool; practically 
100 per cent of the flax, and 21 per cent 
of the raw silk. Raw cotton is the only 
important raw textile product produced 
in insignificant quantities in Europe. . 
In area under forests, Europe, con- __ 
trary to general belief, surpasses the 
United States, although in lumber 
production Europe is outdistanced by _ 
the United States. Nevertheless, 83 
per cent of the world’s production of = 
lumber is estimated to have been | ssa 
produced in Europe in 1913, as com- © 
pared with 47.3 per cent produced in © i 
the United States. a 


TABLE II. Numser or Domestic ANM™ALS IN Europe 
1913-14 
Percentage 
World Europe Europe to World 
145,190,000 73,861,000 50.9 
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In resources of mechanical power, 
Europe is exceptionally well-favored, 
and the power developed therefrom is 
correspondingly large. In 1913, 54 
per cent of the world’s coal was taken 
from European mines, and 21 per cent 


_ of the world’s petroleum came from 


European oil wells. The developed 
water power utilized in Europe rep- 
resented 38.6 per cent of the total 
developed water power of the world. 

In the important economic minerals, 
few sections of the world are so richly 
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endowed as Europe. 

coal and petroleum, Europe produced 
in 1913: 59 per cent of the world’s iron 
ore; 90 per cent of the world’s pyrites; 
99 per cent of the world’s potash; 95 
per cent of the magnesite; 42 per cent 
of sulphur; 30 per cent of lead; 59 per 
cent of manganese ore; 93 per cent of 
platinum, 23 per cent of tungsten; 
38 per cent of zinc and 13 per cent of 
copper, in addition to many other 
mineral resources shown in Table III. 
Only a few minerals of large economic 


TABLE III. Propvucrion or Mriverats tn Evrore 1913! 


Percentage contributed by 
World output 
in metric tons North | South 
Europe | Asia Africa | Oceania 

22,000 31 ll (a) 52 1 + 

171,000 13 (a) 12 37 37 

1,332,300,000 54 40 (a) + 1 1 
SEEPS (b)965,310 | 13 65 7 8 2 5 

685 1 27 3 ll 45 13 

177,207,000 59 38 (a) (a) 1 (a) 

1,222,000 30 48 (a) 3 4 20 
533,300 95 2 3 (a) 
ae 2,350,000 59 (a) 5 36 (a) (a) 

Mercury. . Shaper 4,000 79 19 (a) 1 (a) re 
Moly bdenum m 220 25 40 1 2 32 
Nickel. . pound 29,000 3 86 1l 
Oil Shale. . 3,592,000 99 (a) 
a 53,818,000 21 72 1 4 (a) 2 
7,141,800 8 45 (a) 37 7 
Platinum. 7 93 (a) 6 (a) 1 
Potash. 1,110,000 99 1 (a) 
Pyrites. . 6,000,000 90 2 (a) 
ec 7,000 7 76 6 3 (a) 8 

Oa 8,000 23 17 15 30 (a) 13 
Vanadium (d) 1125} .. 24 76 

a 1,027,000 38 37 (a) 4 4 16 


1 World Atlas of Commercial Geology, U. S. Geological Survey, page 5. 


(a) Less than one-half of one per cent. 
(b) Smelter output. 
(c) 1915. 
(d) 1912. 
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importance are not found in important 
quantities in Europe. 

With such a great endowment of 
resources in basic raw materials and 
mechanical power, combined with a 
large and energetic population, it is to 
be expected that the amount of 
manufacturing done in Europe would 
also greatly exceed that done in any 
other section of the world. And that 
this is so, is indicated by the fact that 
58 per cent of pig iron and 56.4 per 
cent of the world’s steel were produced 
in European furnaces in 1918. Europe 
also, at that time, accounted for 69.6 
of the cotton spindles, and between 75 
per cent and 80 per cent of the woolen 
mill spindles of the world. In most 
other lines of manufactured products 
the mills of Europe were by far the 
dominating influences. 

These facts are perhaps sufficient to 
indicate the place held by Europe as a 
producer of wealth. That this conti- 
nent should surpass in production any 
other equal area of the world is not 
surprising in view of the unsurpassed 
combination of favoring geographic 
factors here found. Possessing a 
climate particularly favorable for the 
development of a high type of energetic 
people, resources of soil, forest, mine 
and sea unsurpassed by that of any 
other area of similar size, and a coast 
line which makes its interior readily 


TABLE IV. Exports to Europe 1913-14. 


A UNITED 


TATES MARKET 


accessible from the sea; situated cen- 
trally to the important land areas of 
the globe, and on the great trade 
routes of commerce, Europe possesses 
a combination of physical features 
that lays the basis for the very highest 
state of economic development. 

Not only is Europe a great producer 
of raw materials, food and manufac- 
tured products, but she is also the great 
source of commerce. As a result of 
her great economic wealth, the conti- 
nent is one of the chief sources of 
supplies for export to the rest of the 
world and the chief market for the 
products of every other continent. 
With all her vast production, Europe 
cannot supply herself with foods and 
raw materials in quantities sufficient to 
support her people and her industries. 
Hence, Europe is the great market of 
the world, and has become the world’s 
great market place as well. It is to 
Europe mainly that the remainder of 
the world looks for a market—a 
market not only for raw products for 
Europe’s manufacturing plants and 
foods for Europe’s enormous popu- 
lation, but a market also for manu- 
factured goods. Table IV shows the 
extent to which other countries have 
depended upon Europe as a world 
marketing center. 


In 1913-14, 62.86 per cent of the 
total exports of the United States = 


PERCENTAGE OF ToTaL FoR SPECIFIED AREAS 
q 


Europe United States | Rest of World 
Per cent 


Canada, Newfoundland, and Labrador 
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1. seat to Europe and of Canada’sexports, 
_ §448 per cent. South America sent 
72.9 per cent of her total exports to 

_ Europe; Africa, 90.11 per cent; Asia, 
46.25 per cent; and Oceania, 76.85 per 
cent. The only section from which 

Europe received a smaller proportion 
exports than the United States was 

‘Middle America, i.e., Mexico, Central 

| _ America and the West Indies. Here, 
the United States was the chief market, 

taking 68.45 per cent of the total, as 
compared with 26.13 per cent for 

Europe. Combining the export trade 

of all countries of the world outside of 

4 Europe, we find that approximately 

; : 64 per cent of the total was absorbed 

‘ by Europe before the War. As a 
market for the products of all the rest 
of the world, Europe was without a 
rival. It is true that a part of the 
trade indicated as destined for Europe 
found its ultimate market in other 
2 parts of the world, Europe acting as a 
ee place of trans-shipment. But even 
| when we make allowance for transit 
trade, the fact remains that much of 
the world’s prosperity has been closely 
bound up with the ability of Europe to 

buy. 

es Europe has been more than a con- 

sumer of goods produced in other 

parts of the world; Europe has also 
become a great marketing center, the 
market place where goods are bought 
and sold. The machinery for carrying 
on international trade has been built 
up in Europe and brought to a very 
high state of perfection. As a world 
marketing center Europe’s position 
has been unique. With her wealth of 
resource as a base, her energetic people, 
through long experience, have built up 

a complex and efficient organization 

for the distribution of world-products. 

European cities early became the great 

marketing centers, not only for Europe 

but for all the world. Great trading 
companies, banks, brokerage houses, 
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and the machinery for financing trade 
have been developed in Europe until, 
to a degree little realized before the 
War, a large part of the complex 
organization of trade was in European 
hands. Disorder in Europe, therefore, 
has put out of adjustment the whole 
machinery of international trade, and 
the restoration of this complicated 
machinery for trade is not a thing that 
can be built up elsewhere in a few 
years. 

Furthermore, in connection with 
the growth of Europe as a market 
and with the development of the 
machinery for carrying on trade, 
there was an enormous accumu- 
lation of wealth in Europe and a © 
consequent investment of European — 
capital in non-European countries. 
Through the investment of this capital 
in overseas enterprises, much of the 
economic, and often the political con- 
trol of the resources and industries of 
foreign countries came under European 
direction. Economic disturbance in 
Europe, therefore, has reacted upon 
the development of plantations in far 
away tropic lands, has curtailed the 
building of railroads in distant coun- 
tries and prevented the establishment 
of new mines, new industries and new 
public utilities in all parts of the world. 
Thus, directly and indirectly, through 
the disturbance of the buying and 
purchasing power of Europe, and 
through the disorganization of the 
machinery of trade and the curtail- 
ment of capital for investment, in- 
stability in Europe has reacted pro- 
foundly on all the prosperity of the 
world. 


DEPENDENCE OF THE UNITED STATES 
oN Europe 


The dependence of the United 
States upon Europe as a market has 
always been similar to that of the rest 


of the world. This country has looked 


| 


_ United States. 


Europe as A Untrep States MARKET 


to Europe both as a market for goods 
and as a means of furnishing facilities 
for financing and transporting such 
goods not only to Europe, but to all 
other parts of the world as well. 
Table V gives the total values of 
American export and import trade, 
the amount with Europe and the per- 
centage that the trade to Europe bore 
to our total trade. 

In the year 1913-14, 62.8 per cent 
of American exports went to Europe, 
although there had long been a gradual 
decrease in the relative importance of 
the European export market for the 
In 1880, Europe took 
over 86 per cent of our exports; in 
1890, 80 per cent; in 1900, 74.6 per 
cent; in 1910, 65.1 per cent. In spite 
of this decrease in relative importance, 
the absolute values of our exports to 
Europe were constantly increasing 
before the War, and Europe has con- 
tinued by far the most important of 
our export markets. 

After the outbreak of the War, the 
importance of Europe in our export 
trade increased, both in actual and 


TABLE V. Trave or THE 


relative value, reaching 71.2 per cent 
of our export trade in 1915; 69.2 per 
cent in 1916, and 68.7 per cent in 1917. 
This increase, of course, was a result of 
large shipments of war supplies to Eu- 
rope. Following the Armistice, how- 
ever, the proportion of our exports to 
Europe rapidly declined: In1921,only 
52.7 per cent of our total export trade 
found its destination in Europe, as com- 
pared with 60 to 65 per cent before 
theWar. Althoughthiswas still avery 
large proportion of our exports, Europe 
is now far less important relatively 
than ever before as a market for Amer- 
ican goods. 

In the import trade, Europe, pre- 
ceding the War, supplied the United 
States approximately 50 per cent of 
the total. As in the case of exports, 
there was before the War a gradual 
but a steady decrease in the proportion 
of goods bought from Europe. In 1880 
we received 55.5 per cent of our im- 
ports from Europe; in 1890, 57.1 per 
cent; in 1900, 51.8 per cent and in 1914, 
47.3 per cent. During the War, 
however, imports from Europe dropped 


Unitrep States Evrope 


1910-1921 
Exports Imports 
Years Total Total Percentage 
Millions | | Percentage |! Millions | from 
of Dollars — to Europe of Dollars —oe Europe 

a ae 1,710 1,136 65.10 1,557 806 51.76 

2,013 1,308 63 .84 1,527 768 50.30 

2,170 1,342 60.87 1,053 

ae 2,428 1,479 59.98 1,813 

eee 2,329 1,486 62.86 1,894 

2,716 1,971 71.21 1,674 

4,272 2,999 69.21 2,197 

6,227 4,324 68.75 2,659 

5,839 3,732 63.04 2,946 

Pee! 7,750 5,187 65.50 3,904 

8,080 4,466 54.27 5,278 
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to seiinabiatuts low volumes, as 
well as to low percentages of total 
trade. In 1918, less than 14 per cent 
of our total imports were from Europe. 
and even the actual value of imports 
in that year was less than half the value 
of the imports in 1914. With the 
signing of the Armistice, imports from 
Europe rapidly increased but in 1921 
the proportion was still far below pre- 
war levels—only 30.5 per cent. Even 
the absolute value of imports from 
Europe in 1921, in spite of inflated 
prices, was much less than the value of 
imports in 1914. This inability of 
Europe to sell to the United States 
means, of course, that Europe is less 
able to buy from the United States 
and that the United States’ most im- 
portant market for exports must re- 
main greatly curtailed as long as this 
condition exists. 


Europe As A MARKET FoR AMERICAN 
MANUFACTURES 


Table VI shows the trade of the 
United States with Europe by groups 


TABLE VI. 
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of commodities for the years 1910-14. 

Contrary to the general impression, 
exports of American manufactured 
goods to Europe constituted a very 
large proportion of our trade with 
that continent. The trade of the 
United States with Europe differs in 
one important respect from the trade 
of most other sections of the world 
with Europe. Most of the other non- 
European countries are chiefly de- 
pendent on Europe as a market for 
foods and raw materials. The United 
States, being the largest manufacturing 
country in the world, depends upon 
Europe, not only as a market for foods 
and raw materials, but for manufac- 
tured goodsas well. And manufactures 
are the largest element in the United 
States export trade, and the most 
rapidly growing group of our exports. 
During the five years preceding the 
War, exports of manufactured goods 
to Europe amounted to $438,000,000, 
constituting 334 per cent of our total 
export trade to Europe and 44 per 
cent of our total exports of manu- 


Trave or Untrep States wita Evrore, sy Groups or CoMMODITIES 


Average 1910-14 
Imports 
Total From Europe Per cent of Per cent of all 
Millions of Millions of Group Total Imports from 
Dollars Dollars from Europe Europe 
580 217 37.4 26.4 
397 101 25.4 12.2 
696 506 72.7 61.4 
Exports 
‘a Total To Europe Per cent of Per cent of all 
Millions of Millions of Group Total Exports to 
om Dollars Dollars to Europe Europe 
Crude Materials... ... 701 593 84.4 44.2 
Foodstuffs........... 421 300 71.4 22.3 
Manufactures........ 995 438 44.0 33.5 


q 
il» 
| 
| 
be 
1¢ 


ARE? & 


= 


factures. this same period 


foodstuffs exported amounted to 
$300,000,000, or 22.3 per cent. Crude 
material exports were valued at 


$593,000,000, or 44} per cent of our 
exports to Europe. When it is re- 
called that manufactured goods make 
up by far the largest proportion of 
American exports, and that Europe 
absorbs 44 per cent of this important 
group, the dependence of the United 
States upon Europe as a market not 
only for our exports in general, but for 
our manufactures, becomes evident. 
Europe is by far our most important 
market not only forfoodstuffs and crude 
materials but for fabricated materials 
as well. It should be noted in this 
connection that “foodstuffs” imports 
includes both crude foodstuffs and 
manufactured foodstuffs. If we 
should include the manufactured food- 
stuffs with other manufactured goods, 
we would find that approximately 
50 per cent of American manufactured 
products are exported to Europe. 

The importance of Europe as a 
market for American manufactured 
products is even more clearly indicated 
when we consider the chief groups of 
articles which make up our export of 
manufactured goods. To enumerate 
only a few of our important manu- 
factures may be interesting. In the 
year 1913-14, 60.3 per cent of Ameri- 
can exports of agricultural implements 
was sent to Europe; 17.1 per cent of 
electrical machinery and appliances; 
72.6 per cent of cash registers; 62.9 
per cent of adding machines; 46 per 
cent of sewing machines; 72.7 per cent 
of typewriters; 39.9 per cent of tools; 
$2 per cent of all other machinery in- 
cluding metal working, textile, mining 
and other types of machinery. Iron 
and steel manufactures other than 
machinery also depended upon Europe 
to a very large degree for markets. 
Of such highly fabricated articles, for 


EUROPE AS A States MARKET 


example, as pipes and fittings, Europe 
took 20.8 per cent of our exports; 
9.3 per cent of structural iron and steel; 
28.6 per cent of miscellaneous iron and 
steel manufactures. 

Even in such highly specialized 
goods as scientific instruments and 
apparatus, Europe took 39.8 per cent 
of our exports. 41.2 per cent of our 
musical instruments went to Europe; 
58.5 per cent of motorcycles; 36.9 per 
cent of automobiles. It is rather sur- 
prising that in the group of chemicals, 
drugs, dyes and medicines, 26.7 per 
cent of our large exports went to 
Europe. Paint exports to Europe 
constituted 38.8 per cent of our total 
trade in that commodity; glass and 
glassware, 17.5 per cent; rubber goods, 
41.8 per cent; leather manufactures, 
25 per cent; paper and paper manu- 
factures, 18 per cent, cutlery, 32.4 
per cent; clocks and watches, 36.2 per 
cent. In fact, a list of our most im- 
portant exports of manufactured goods 
shows, with few exceptions, that 
Europe was the dominating market. 


Export OF EuROPEAN MANUFACTURES 
To UNITED STATES 


Imports of manufactured goods from 
Europe during the period 1910 to 1914 
constituted 61.4 per cent of our total 
imports from Europe. This was 72.7 
per cent of the total import of manu- 
factured products of the United States. 
Since Europe’s chief export to the 
United States has been and must con- 
tinue to be manufactured goods, the 
revival of Europe’s ability to manu- 
facture and to sell those manufactured 
goods in the United States is not only 
one of the indispensable requisites for 
the revival of European prosperity, 
but also a very important factor in 
improving economic conditions in the 
United States. Before the War Eu- 
ropean-United States trade was resting 
largely on of s 
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manufactured goods for goods manu- 
factured in the United States as well 
as for foodstuffs and raw materials. 
Before the War American exports of 
manufactures to Europe were grow- 
ing more rapidly both in quantity and 
in relative proportion to our total 
trade than any other group. 

At the same time—and largely 
making it possible for our exports of 
manufactured goods to Europe to de- 
velop—Europe was sending manu- 
factures to the United States. What- 
ever interferes with Europe’s ability to 
export manufactures to the United 
States must inevitably prevent the 
United States from exporting to Europe. 
Europe must depend on manufactured 
goods to pay her imports. She has 
comparatively little exportable surplus 
of other goods. To that degree, there- 
fore, that the manufacturing industry 
of the United States depends on foreign 
markets for its full revival, it must 
largely depend upon the revival of 
European manufactures. 

Europe’s ability to buy is largely 
conditioned by her ability to sell; and 


O what precise degree American 

prosperity is dependent upon the 
rehabilitation of Europe is, to my 
mind, of less importance than the 
finding of those barriers which prevent 
full and free play of international 
helpfulness. 

We need waste no time in saying 
that American prosperity is to some 
extent dependent upon European re- 
habilitation. It is equally true that 
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America’s Prosperity and the Rehabilitation of _ 
Europe—Labor’s Point of View 


By Cuester M. Wricut 
Director, Information and Publicity Service, American Federation of 


she must sell manufactures—the mate- 
rial she has in largest surplus to sell. 
Since the export of manufactured 
goods constitutes the most important 
and the most rapidly growing part of 
American export trade, and since 
Europe is and long has been the prin- 
cipal market for those manufactures, 
there is a vital relation between the 
development of American trade and 
American industry to supply that 
trade and the development of Europe’s 
manufacturing industry. 

But not only will the revival of 
manufacturing industry in Europe 
stimulate directly the trade of the 
United States with Europe; it will also 
stimulate United States trade with 
other parts of the world. Other 
sections of the world are depending 
in large degree for their revival upon 
the resumption of manufacturing in 
Europe, making it possible for Euro- 
pean countries to buy raw materials 
and foods which the rest of the world 
has to sell and upon the selling of 
which world-prosperity so largely 
depends. 


aff 
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European rehabilitation is to a con- 
siderable extent dependent upon the 
relations, economic and political, be- 
tween Europe and the United States. 
There may have been a time when 
it was possible to consider material 
prosperity without regard to other 
considerations, but that time has 
passed and there can be no adequate 
discussion today of material prosperity 
without discussion of political relations. 
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America’s Prosperiry—LaBor’s VIEWPOINT 


America will not be inclined to reach 
for material wealth if by so doing she 
lose her political liberties. America 
will follow the gospel which teaches 
that it is of no avail to gain the riches of 
the world if by so doing America must 
lose or endanger the soul of her being. 

The obstacle that stands in the way 
of full international economic coépera- 
tion is a political obstacle. We may 


does not involve treachery to democ- 
racy and that does not do violence 
to fundamental American concepts. 
American labor has proved its interest 
in international affairs and its solidar- 
ity with European labor. It has 
proved with equal emphasis its op- 
position to visionary schemes and 
revolutionary movements. 


: possibly find riches if we care to over- Russia, THE OBSTACLE 

f look that obstacle; at least, the inter- The great obstacle in the road today 
national bankers may find riches; the has its roots in Russia. It is a hard 
' concession hunters may find riches. fact. Some very earnest persons, some 
" But if we overlook that obstacle we very unbalanced persons, some very 
: must forget the principles upon which greedy persons and some very shrewd 
. America is founded; we must sell our and treacherous persons would like us 
national soul. American labor is to think to the contrary, but the 

" opposed to that course. majority of Americans see the Russian 
American labor has both an al- problem substantially as it is, placing 
truistic and an egoistic interest in no halo on the hideous thing. There 
. ; European rehabilitation. We may is the great obstacle. There is the 
| expect our imports and our exports to keystone. True enough, Germany 
‘ increase as Europe proceeds to recover desires to pay as little as possible in 
i her normal industrial poise and her reparations, but while in any case it is 
f normal political existence. Perhaps I possible Germany may refrain from 
should not say “normal” in relation an effort to upset the peace of Europe in 
J to Europe’s political existence, be- response to a natural desire to get out 
cause “normal” in Europe has meant from under the load bequeathed to her 
by the sins of her old masters, in no 


militarism, despotism to a large 
degree, great armies, great navies, 
and eternal suspicions, jealousy and 
intrigue. Those“ normal” things must 
be got rid of. 

American labor has shown its in- 
terest clearly in international affairs. 
The public is aware of American 
labor’s support of the League of 
Nations and its part in forging that 
great international utility. American 
labor advocated an international eco- 
nomic conference and labor sponsored 
the first widely noticed demand for such 


case would she attempt such a course 
were it not for Russia. Hungary, 
Poland and other small countries of 
eastern Europe would be less in- 
clined to forsake the ways of peace were 
it not for Russia, because their eco- 
nomic needs are so acute that they are 
extremely anxious to fit their policies 
to a general policy of reconstruction 
and rehabilitation. 

The serious obstacle is Russia. 
American labor foresaw about what 
Genoa' would come to—and spoke 


r a conference, long beforethecross-breed its mind plainly. It is not in boastful- 
. Genoa Conference was summoned. ness that American labor says that it 
- American labor has participated in understands better than others what is 
“ many international conferences and it the truth about Russia and what is 
y stands ready to participate in any 1 This paper was written before the close of the 
4 constructive international effort that Genoa Conference.—C. L. K. Editor. 
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wrong in Russia. In the nature of 
things labor must understand. 

American labor declared its position 
on Russia in 1920, reaffirmed it in 1921 
and today stands by the declaration as 
originally made. It may be interesting 
to quote here a portion of the declara- 
tion made in 1920, when it was set 
forth: 


That the American Federation of Labor 
is not justified in taking any action which 
could be construed as an assistance to, or 
approval of, the Soviet Government of 
Russia as long as that government is based 
upon authority which has not been vested 
in it by a popular representative national 
assemblage of the Russian people; or so 
long as it endeavors to create revolutions 
in the well-established, civilized nations 
of the world; or so long as it advocates and 
applies the militarization of labor and 
prevents the organizing and functioning of 
trade unions and the maintenance of a free 
press and free public assemblage. 


The purpose of American labor is 
twofold: first to protect American in- 
stitutions; second to protect the Rus- 
sian people. 

“Destroy the American Federation 
of Labor,” is the definite word that has 
gone out of Moscow to the Bolshevist 
propaganda machine in America. 
“Then destroy the American govern- 
ment.” 

As to the Russian people, for whom 
American labor has amply demon- 
strated its deep friendship, their dan- 
ger is twofold: first, that the despotism 
may be strengthened and the enslave- 
ment of the Russian people, including 
Russian labor, be prolonged; second, 
that the despotism, thus strengthened, 
may barter for a pittance Russia’s vast 
natural resources, making of Russia a 
great economic. vassal, in pawn to 
foreign capitalists, carved into spheres 
of influence apportioned among foreign 
nations—a nation shorn of its wealth, 

bereft of its heritage, its people doomed 
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should be free from exploitation and that 


to perpetual economic enslavement in 
addition to a hateful political enslave- 
ment which mocks at freedom and 
sneers at democracy. 

What we witness at Genoa is a 
proposal that Russia’s great natural 
wealth be exchanged for political 
recognition. Bear in mind the signifi- 
cance of political recognition: it vali- 
dates what the despotism does, it 
legalizes the proposed barter and it 
gives foreign sanction to the domestic 
despotism as well. 


! 


PouiticAL RecoGNnition OF 
BoLsSHEVISM 


We find many grave faults in our 
government, but we are happy to 
stand on this question in harmony 
with the policy laid down under the 
administrations of former President 
Wilson and of President Harding. 
The former laid down the great essen- 
tial principles of human liberty, and 
under the latter, Secretary Hughes has 
laid down the great principles of 
international conduct upon which 
Americans insist. 

American labor and the American 
government find themselves the pro- 
tagonists of great world concepts 
which are exactly contrary to the 
course being pursued at Genoa. As a 
matter of fact, the policy which is 
coming to a head at Genoa is in every 
essential the policy which the European 
world has followed in dealing with 
China and with Turkey, and which it 
began to abandon in the Washington 
Conference where it was set up as a 
cardinal principle that henceforth 
China’s economic independence must 
not be impaired. Secretary Hughes 
clearly stated that America at least 
holds to an identical principle in the 
case of Russia: 


The resources of the Russian people 


| 
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fair and equal economic opportunity should 
be secured in their interest, as well as in the 
interest of all the powers. 


One of the New York newspapers, 
supporting the idea of recognition of 
the Bolshevist government, is of the 
opinion that “the Russian problem is 
how to capitalize this future wealth of 
Russia in such a way as to finance a 
movement of trade from the over- 
stocked west to the needy people of 
Russia.” 

I presume that statement represents 
a considerable amount of opinion, par- 
ticularly among those primarily inter- 
ested in what is called international 
finance. But it is not frank. The aim 
at Genoa is only incidentally to reach 
the needy people of Russia and Amer- 
ica is doing more of that in the only 
way in which it can be done than all the 
rest of the world. What Genoa points 
to is a partnership between the Soviets 
and foreign capital for the mutual gain 
of both. American labor cannot feel 
that American industry, despite our 
great and acute industrial ills, will care 
to join in any such escapade. We have 
no right to look to the natural wealth 
of Russia as a reservoir out of which 
to rebuild any of our own industrial 
fortunes, nor has Europe a better 
right. No present international agree- 
ment for the entry of foreign capital 
into Russia can fail to work to the 
continued enslavement of the Russian 
people, or for the political debasement 
of every nation that enters into such an 
agreement. When the Russian people 
have found their voice and can of their 
expressed will validate titles and 
policies it will be possible for the world 
to assist Russia without despoiling 
her and debasing itself. 

Russia will gain no foreign credit by 
becoming the economic vassal of 
foreign states. Nor will America gain 
prosperity. Russia’s potential credit 
that could be desired. To validate 


America’s VIEWPOINT 


that credit she must set up political 
assets to match her economic assets 
and the world has a right to insist upon 
the establishment of those political 
assets because freedom is the essence of 
all of them. 

The new military autocracy must 
go; the bureaucratic caste must go; the 
tremendously powerful Red army must 
go; there must be a restoration of 
freedom of press, of speech and of 
assemblage; there must be a govern- 
ment based upon consent and not upon 
repression; there must be justice and 
representation for all essential economic 
groups in Russian life. Then it will 
be possible to bring into full play the 
forces which will make for acceleration 
of American industrial life and for the 
full recovery of Russian industrial life. 
If, of their free will, the Russian people 
determine to maintain a form of 
government different from ours, they 
have that right and if they refuse to 
relieve themselves from their present 
bondage, they have that right; but we 


have the right to refuse relationshi 
with whomsoever we will. — 
America AND Russia” 


America is vitally concerned with 
how these things shall be adjusted. It 
is not because Americans will it that 
Russia, her internal affairs and her 
external relations, assume so large a 
place in their discussions and their 
fortunes. It is because Russia is so 
large a part of the world, because 
economically and politically she im- 
pinges upon the rest of the world and 
the rest of the world cannot move out 
of the way to avoid the shock. 

I deem it essential, however, to 
make clear the belief of American 
labor in the proposition that, important 
though Russia is, America, more than 
any other nation, can be industrially 
prosperous in spite of the Russian 
fester that thrusts itself into every 
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European consideration. We as a 
nation need not be in any large sense 
_ dependent for our industrial prosperity 
and well-being upon Europe, though of 
- course it is impossible to escape from 
_ some of the effects of turbulence. 
_ And there is this further proposition: 
_ American labor is not willing to deter- 
mine every issue solely upon grounds 
of immediate and material considera- 
tion. It is unwilling to overlook the 
principle involved, even though that 
course may entail hardship. Labor is 
unwilling to urge a course in inter- 
national relations that would do vio- 
lence to principles which it deems 
essential to liberty the world over, 
even though such a course might 
result in immediate economic ad- 
vantage. Better the longer road if 
that is the right road. 

There is a tendency too frequently to 
overlook essential facts which I have 
tried to present, but which must 
be inadequately presented at best in 
any such limited space as I have at my 
disposal. The Bolshevik regime has 
made free labor an impossibility in 
Russia. It has destroyed the trade 
unions. It has destroyed the coépera- 
tives. It has destroyed political parties 
opposed to the Bolshevik regime. 
There are in existence organizations 
called unions and coéperatives, but 
these organizations are mere painted 
substitutes for the originals, made to 
set before the world as window dressing 
and made to serve as_ Bolshevik 
agencies for the carrying out of orders. 
Free speech has disappeared. There 
is no free press and there is no freedom 
of assemblage. The massacre of the 
labor movement of Georgia is a classic 
example of Bolshevik policy in sub- 
jugated states, a Bolshevik pledge of 
tyranny wherever Bolshevik power is 
established. The Bolshevik threat 
against the American labor movement 
is direct and oft-expressed. The 
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American Federation of Labor stands 
intact today because American workers 
are too truly believers in democracy to 
wander in answer to the call of com- 
munism. 

If our economic well-being were 
dependent upon a compromise with 
the hideousness of Bolshevism, then 
better that we suffer for a time. I do 
not know how well it is generally under- 
stood that you cannot compromise 
with Bolshevism; that you can only 
stand fast in opposition or surrender 
completely. It must be borne in mind 
that Bolshevism repudiates the entire 
code of ethics and morality of the 
democratic world. It recognizes no 
bond of faith in dealing with the world. 
It has always been a question, even in 
socialist organizations, whether the 
revolutionary movement was in any 
way bound to recognize what it called 
“capitalist ethics,” in other words, 
whether any revolutionary element was 
bound to keep a pledge to society or 
obey the laws of society. The more 
revolutionary the organization the 
more we have found the doctrine 
that “the only crime is in getting 
caught” and “the end justifies the 
means.”” Bolshevism recognizes no 
pledge to the outside world, except 
as something which may afford tem- 
porary advantage and as something to 
be broken when to break it means ad- 
vantage. The honor that we know, the 
ethics that we know, the morality that 
we know—these things mean to Bolshe- 
vism only tools with which to undo the 
democratic world. We who observe 
the democratic code are the objects of 
scorn on the part of the Bolshevists who 
would undermine us while we stood 
bound to our agreement by the honor 
of a pledge made by us to be kept and 
by them to be broken. 

That is why compromise is impossi- 
ble; that is why democracy’s economic 
and political safety lies in a strict ad- 


herence to our own principles and un- 
yielding opposition to the fantasy of 
Bolshevism. 

But we are not helpless without 
Europe, though we yearn for normal 
relations with the world for many 
reasons, not the least of which are 
sincerely altruistic. 

Axsuses at Home 

Labor believes that our economic 
misery has been caused more by abuses 
at home than by complications abroad. 
We should have learned the lessons of 
cojperation in the War, and some 
did. But many powerful employers 
now tell us that there can be coépera- 
tion only between the employers and 
lone John Smith, the individual work- 
man, standing by himself in a pitiful 
burlesque of bargaining with a million- 
dollar corporation. The organizations 
of the workers must go. They give 
strength, opportunity and something 
like equality of bargaining power to 
John Smith. So, behold, the misnamed 
open-shop movement, the American 
plan, libelling everything truly Ameri- 
can, the whole anti-union movement 
to beat down wages, lengthen the 
workday and destroy working condi- 
tions secured after years of struggle. 
Behold also the waste, the mismanage- 
ment, the duplication, the literal 
looting of the channels of distribution, 
adding to the hardships of the workers, 
the farmers and that great portion of 
the population in the category of 
clerical workers and low paid profes- 
sional workers. 

We know that every dollar cut from 
wages and every dollar added to profit 
reduces the purchasing power of our 
people and results immediately in piling 
up surplus and this surplus shortly has 
its effect in shutting down mills and 
factories and destroying purchasing 
power. 

I could have brought to you figures 
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upon figures, but it seems to me a waste 
of time to seek to bulwark the obvious 
with figures which after all mean little 
in dealing with general principles. 

We are dealing with major principles 
in our domestic economic and industrial 
life—and in our political life as well. 

You may be sure the organizations 
of labor will continue to live and to 
grow, to plan constructively and to 
fight reaction and injustice. Without 
them, heaven help our country. With 
them in the hands of Lenine, breathe a 
prayer for the future! If these go, after 
them, not the flood, but the torch! 

They hold within them much of the 
secret of restored industrial activity. 
They hold men who want to work. 
They hold men who will work and who, 
at work, will buy. Fair recognition of 
the aspirations of labor, fair dealing 
with labor, fair wages and conditions 
for labor, less of greed, less of the 
demand for twelve per cent, less of the 
rule or ruin policy among powerful 
employers and organizations of em- 
ployers and we will be a happier people, 
a busier people, a people less driven to 
desperation by the desperation of 
Europe and more able to help Europe as 
Europe shall make that help possible. 

But we cannot have that measure of 
domestic tranquillity and prosperity 
which is our due if those who hold 
industrial and financial power do not 
cure themselves of the million-dollar 
appetite, the millionshabit. Four great 
national organizations of employers 
have broken contracts with wage 
earners in the past year; they have 
made scraps of paper out of their 
solemn pledges. How can we escape 
the effects of such breaches of faith? 
Powerful financial organizations 
throughout the country have prac- 
tised almost unbelievable extortion in 
the building industry, extortion be- 
getting extortion. Equally powerful 
organizations have beaten a path to 
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the public treasury in Washington, 
where through the proposed ship 
subsidy, through the proposed tariff, 
through the railroad guaranty and the 
shop leasing and repair contract sys- 
tem, and through other equally amaz- 
ing projects, they have taken and hope 
to take millions upon millions. We live 
in a time of extravagant dreams, which 
lead to practices of debauchery which 
cannot fail to reflect themselves in our 
general industrial life, to the detriment 
of the great body of frugal, toiling, 
honest and honorable people of our 
country. 

So, what the American labor move- 
ment holds is that internationally we 
are fated more to give than to receive 
and that we stand ready to give where 
we can give as freemen to freemen, with 
honesty on both sides. We hope for an 
end to militarism, though that hope is 
dimmed by the Red army and by the 
alliance between Germany and the 
Bolshevist powers that rule the Red 
army. We believe that an essential to 
proper international economic rehabil- 
itation is an international economic 
conference and there is little to be 
hoped for from any conference that is 
not primarily economic, such as the 
Genoa Conference. 


Suacestions oF LaBor 
Labor makes bold to say that to 


achieve real success such a conference 
must be held in America in accordance 
with agenda made in America. This 
is not because we distrust others or 
feel a national superiority, but because, 
happily, we are free from influences 
which surround European statesmen 
and enmesh European business. It 
will be well if in such an international 
economic conference political leaders 
may take a rank second to those who 
have their hands primarily on eco- 
nomic problems, the essential forces in 
industrial life. 


AMERICAN ACADEMY 


We still have hope for the League 
of Nations. We see in every day’s 
developments the great justification 
for the idea proffered by America in 
Paris and then struck down in America. 
Labor looks always with hope toward 
every effort, but hope and faith are not 
alike and labor has little faith in saving 
the world through occasional confer- 
ences of statesmen. If there can be 
held in America an economic conference 
that will give play to the economic 
forces of the world, that will bring them 
together, in open daylight, charged to 
work constructively, we may have some- 
thing more than hope; we may have 
something of faith and the possibility is 
so great that labor urges, as it has urged 
from the first, that America summon 
such a conference, acting boldly as she 
did where limitation of armament was 
concerned. 

Where our own national industrial 
prosperity is concerned we are con- 
strained to look more closely to our 
own adjustments than to what may 
happen in international relationships. 
We see a nation beset with abuses, 
waste, strife and selfish ambition. If 
it is possible to apply remedies at 
home it will not be necessary to look to 
Europe for domestic prosperity. We 
may then lavish kindness and helpful- 
ness upon Europe in some measure of 
repayment for the awful years through 
which Europe stemmed the tide of 
militarist destruction. 

If we can stop idleness—not with 
unemployment conferences that arrive 
nowhere—but with essential readjust- 
ments in industry; if we can take some 
of the greed out of employers; if we 
can stop the wrongly called “normal” 
idleness, of which much more than 

four-fifths is due to causes other than 
strikes; if we can, as a nation, live the 
thought that workers are human beings, 
with human aspirations; if we can 
establish it as a national principle to be 
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practised, that employers are to confer 
with workers, each side through rep- 
resentatives freely chosen; if we can 
keep predatory interests from dis- 
regarding every proper function and 
attribute of citizenship; if we can find 
a way to bring some fuller measure 
of justice to the farmer; if we can up- 
root from our life the idea that produc- 
tion is for profit alone and live up to 
the modern concept that production is 
primarily for use and for the progress 
of the human family and that no single 
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section of the human family has a 
monopoly of the right to progress and 
to a constantly broadening horizon of 
service and happiness, then we shall be 
able, as a people and a nation, to beget 
in ample degree our own prosperity. 
So long as we treat this as a bankers’ 
world we are doomed to trouble and 
misery. When we see it as a people’s 
world, we shall find ourselves and we 
shall wonder how it was that we ever 
had among us five millions who wanted 
to work, but who could find no work. 
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~ Our Unfunded Trade Balance and the Stabilization 


i HE topic “America and the 
Debts of Europe” is broad enough 
to allow of considerable latitude and 
- does not necessarily imply that dis- 
- cussion is to be limited to the debts of 
Europe to America, but I take it that 
it is with such debts that we are chiefly 
concerned, and I propose to treat 
be particularly not of the debts of 
European governments to our govern- 
pe ment or even to our people who have 
chased the bonds of European 
_ gov ernments, but of the debts which 
men, manufacturers and 
bankers of Europe owe to our business 
‘men, manufacturers and bankers. 
With regard to the great debt of 
our former allies or associates in the 
War to our government, I merely want 
- to say in passing that I have been 
rather surprised as to the source from 
= the principal demand for its 
early payment appears to come. If 
this demand came from the great 
“financial centres, or from men of 
large incomes who pay the most 
burdensome taxes, it could be ex- 
plained by the desire for relief from 
taxes through the application of the 
sums received to the reduction of the 
war debt; but it appears to come from 
producing centres, and particularly 
from agricultural sections which are 
dependent upon export demand for 
their products for maintenance of 
prices. It would seem clear that pay- 
ment of any part of this debt, with 
conditions not even approaching normal 
in Europe, must seriously decrease the 
purchasing power of the people of the 
allied countries and must therefore 
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make for lower prices for the products 
we sell to them. 

It is, of course, well known that 
European merchants, traders and 
bankers owe large sums of money to 
Americans. Even if we had no direct 
proof of this we should know that it 
must be true from the fact that large 
flotations of foreign securities have 
been made in this country without 
turning the tide of gold importations. 
Since last October the foreign financing 
in this country has at times almost 
equalled the current trade credit 
balance, but gold importations have 
continued, with only a slight slacken- 
ing due evidently to the stoppage of 
gold production in the South African 
mines through strikes. 


Amount oF UNFUNDED TRADE 
BALANCE 


How much of an unfunded trade 
balance is there? This has proved an 
interesting study for economists and 
statisticians, who have assembled many 
columns of interesting figures, but 
have differed considerably in their 
conclusions. I think the first serious 
effort to bring together the known 
facts, the visible items, with some 
estimate of the “invisible” items was 
made by the Division of Analysis and 
Research of the Federal Reserve Board 
in the Federal Reserve Bulletin for Sep- 
tember, 1920. A merchandise balance 
had accumulated in our favor of 
$6,062,000,000 between November 1, 
1918, and July 31, 1920, and it had 
become very evident long before that 
such a one-sided trade could not be 
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carried on indefinitely. The Federal 
Reserve Bulletin brought to light off- 
sets that appeared to reduce this bal- 
ance of more than six billion dollars 
to about three billion dollars, adding 
that “from this, of course, must be 
deducted the amount of indebtedness 
to European and other countries 
which existed at about the time of the 
Armistice.” 

This was followed the next month 
by a much more elaborate study 
by Dr. B. M. Anderson, in the Chase 
Economic Bulletin, on Europe’s un- 
funded debt. His conclusion was that 
“on September 15, 1920, Europe 


Z owed an unfunded debt of over 
$3,500,000,000 to private individuals, 


banks and corporations in the United 
States,” this being in addition to the 
ten billion dollars which European 
governments owed to the United 
States government, and in addition to 
the debt of Europe to investors in the 
United States holding European secur- 
ities. Dr. Anderson maintained that 
the primary explanation of the tre- 
mendous expansion of bank credit in 
the United States in 1919-20 was 
“our unbalanced and unfinanced ex- 
port trade, together with the rising 
prices, fictitious prosperity, and specu- 
lation which have grown out of the 
unbalanced export trade.” Our ex- 
porters had borrowed money from our 
banks in large amount because of 
inability to collect what was due them 
abroad, or because they had taken 
payments in foreign currency balances 
which they thought they could later 
convert into American dollars at more 
favorable rates of exchange. Dr. 
Anderson declared that computations 
as to the unfunded balances owed us on 
our world-trade were not particularly 
valuable; that the European balance 
was the only one that counted, for the 
triangular exchange of goods and of 
credit by which America’s credit -_ 
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ances in Europe had been settled 
through debit balances with South 
America and the Orient had broken © 
down. 

This idea was combatted by Pro- 
fessor John H. Williams in the June, 
1921, Review of Economic Statistics of 
the Harvard University Committee on 
Economic Research. He gave reasons 
for believing that it is still permissible 
to subtract from Europe’s debt to us 
the amounts we owe to non-European 
countries, and his final conclusion was 
that the unfunded debt to American 
merchants, bankers and corporations 
was considerably smaller than others 
had estimated. “Our international 
situation, since the Armistice,” he 
declared, “‘has been less alarming than 
has frequently been stated. It appears 
improbable that our unfunded balance 
exceeded a billion dollars at the end of 
last year’? (December 31, 1920). Our 
unfunded balance from Europe was 
estimated at from half a billion to a 
billion greater than our balance with 
the world as a whole, but, he concluded, 
“It is not possible to believe that so 
prolonged and pronounced a recovery 
could have occurred (in European 
exchanges) had London and the Con- 
tinent been indebted to the United 
States—besides the $10,844,000,000 of 
obligations held by our government 
and the private long-term indebtedness 
—by some three to four billion dollars.” 

In November, 1921, the Federal 
Reserve Bulletin returned to the sub- 
ject with a much more complete 
statement of items of credit and debit 
than in the study of September, 1920; 
the conclusion was that so far as 
visible items, and items which could 
be estimated with some approach to 
accuracy, were concerned, the sum 
due our merchants, bankers and cor- 
porations was on October 1, 1921, no 
less than $3,408,000,000. The Bulletin 
mentioned mete that might reduce 
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this amount, such as the speculative 
purchases of foreign currencies by 
Americans, but did not attempt to 
estimate their amount. This sum 
referred to our trade with non- 
European as well as with European 
countries. It was swelled half a 
billion dollars by the inclusion of an 
item with relation to the cost of 
cancellation of European war contracts 
in this country in 1919, an item not 
included, I think, in any previously 
published estimate. 

The February, 1922, Federal Reserve 
Bulletin pointed out that in October, 
November and December our favor- 
able balance of trade was a little less 
than $300,000,000, from which gold im- 
ports of $125,000,000 were to be sub- 
tracted, leaving the net addition to the 
unfunded balance, $175,000,000, and 
conjecturing that the invisible items 
plus foreign financing probably more 
than offset that amount. The un- 
funded balance, on January 1, 1922, 
was therefore given as $3,400,000,000, 
lopping off $8,000,000 from the No- 
vember estimate. 

There have, of course, been other 
contributions on this subject. The 
Journal of Commerce on Monday, 
April 24, 1922, published a number of 
articles by leading bankers and econ- 
omists, and the economic magazines 
have published occasional papers, but, 
generally speaking, these have added 
only an item or two to the studies 
already referred to, or have expressed 
opinions without bringing much that 
was new to their support. 


Ups anp Downs or ExcHANGE 


It is noteworthy that the main 
studies of this subject coincided with 
periods of depression or of recovery in 
sterling exchange. Sterling had been 
pegged during the war at 4.76, and 
when allowed to take its own course 


until it February, 1920, it reached 
a low point of 3.18. It recovered to 
4.00, then fell to 3.58 in August at the 
time when the first study of unfunded 
balances was made in the Federal 
Reserve Bulletin in September of that 
year, followed by Dr. Anderson’s 
study of October. In the spring of 
1921 there was a remarkable recovery, 
with cable rates at or a little above 
$4 for more than a week in the latter 
part of May, and it was during this 
period of recovery, or before the re- 
action from it had proceeded very far, 
that Professor Williams made his 
elaborate contribution to the Harvard 
Review of Economic Statistics. It was 
natural at that time to find reasons for 
believing the unfunded balance much 
less than had previously been esti- 
mated, and Professor Williams’s con- 
clusion that so pronounced a recovery 
could not have occurred with so great 
an unfunded balance as three or four 
billions of dollars seems justified. By 
the time of its publication in June, 
however, the reaction was well under 
way, and before the end of July 
sterling rates were as low as in August 
of the year before, below 3.60 from 
July 19 to August 6. 

When the Division of Analysis and 
Research of the Federal Reserve Board 
made its second and chief investigation 
of the question of unfunded debts for 
the November issue of the Bulletin 
there had been considerable recovery, 
but the study was published or was 
prepared, just before the notable rise 
in sterling, in French francs and in 
lire that began about the time the 
Conference on the Limitation of 
Armaments met in Washington. By 
the end of November, British pounds 
had risen to about $4, and by Decem- 
ber 31 to 4.213, and by March to 
$4.40. 

Since March the advance has pro- 
ceeded less rapidly, but has been well 
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sustained. ‘There is no further talk 
of debasing the pound and British 
bankers express confidently their ex- 
pectation that par may be reached 
before the close of the present year, or 
soon after the end of the year. 

With the exception of one or two 
items, there is no necessary conflict 
between the figures on the unfunded 
balance as given in the November 
Federal Reserve Bulletin and carried 
forward to the end of the year 
and other studies of the subject, for 
the reason that the Bulletin has not 
attempted anything further than an 
appraisal of known facts with such 
invisible items as had long been esti- 
mated as offsetting the balance of 
trade, such as tourists’ expenditures, 
relief contributions, emigrants’ re- 
mittances, etc., concerning which 
enough information could be obtained 
upon which to base estimates. As 
already stated, it appears that the gold 
imports, the known investments of 
Americans in foreign securities, and 
the invisible items included in the 
Bulletin’s figures have somewhat over- 
balanced the excess of exports over 
imports for several months, but for 
more than a year imports have been 
slowly increasing while exports (in 
value at least) have been decreasing, 
so that this change alone is not enough 
to account for the very pronounced 
and well-sustained rise in sterling and 
in the principal allied currencies. 
The conclusion seems inevitable that 
no such recovery could have been 
made if there were still an unfunded 
balance due the merchants and bankers 
of this country as great as three billion 
dollars. 

That there was such a balance in the 
summer of 1920, when the Federal 
Reserve Board first undertook an 
investigation of the subject, I have 
no doubt. Liquidation had scarcely 
begun at that time, and Dr. Anderson 


was doubtless also right in attributing 
a large share of the overextended 
condition of banks in the financial 
centres to the efforts of our exporters 
to carry this balance. Whether it 
could have been cut down so much as 
Professor Williams estimated by the 
beginning of the year 1921 seems more 
than doubtful, but that liquidation 
and invisible offsets had by that time 
become well started is reasonably 
certain. The Federal Reserve Bulletin 
has suggested that speculative pur- 
chases of foreign currencies may have 
been a large item and has also sug- 
gested that American exporters have 
doubtless charged off considerable 
losses. It seems probable that the 
major depressions of exchange mark 
periods when our people were seeking 
to convert foreign balances into dollars 
and that exchange recovered when 
most of the conversions had been made 
and losses wiped out. Some very 
large American exporters are known 
to have taken considerable losses in 
this way. They sold in terms of 
foreign currencies, and found them, 
when payments became due, con- 
siderably depressed, but, when re- 
covery was delayed beyond their 
expectations, they finally bought dol- 
lars and took their losses. Very large 
losses are also known to have been 
charged off by some of our bankers. 
It should be remembered always 
that even if the balance of trade were 
actually against us, European ex- 
changes would not be at their old gold 
pars. The principles laid down in the 
well-known Bullion Report of 1810 
with regard to the effect of irredeem- 
able paper currency on exchange still 
govern. With the English budget in 
balance and British prices about as 
low as ours, sterling might be nearer 
the old par than it is now if there were 
no unfunded balance due us, but it 
cannot go to par until the paper 
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currency of England is actually and 
freely exchangeable for gold. 


RESTORATION OF THE EXCHANGES 


Predictions as to the future course 
of exchange are rather hazardous, 
however. As already mentioned, there 
were British economists and bankers 
2 who declared no longer ago than last 
fall that the pound sterling could never 
recover, or that its recovery could not 
be attained without a ruinous decrease 
of prices, and that it would be better 
to stabilize it at about 3.65 or 3.70. 
There has, in fact, been a considerable 
decline in prices in Great Britain and 
that decline has been doubtless a lead- 
ing factor in the recovery of sterling 
and also in the recovery of Britain’s 

export trade. 
va No longer ago than April 1 the 
editor of the Economic World, whose 
articles are always worth reading and 
usually sound, predicted that “no 
person now living will ever see the 
value of the present French franc of 
actual currency normally and regu- 
larly equal to one-half of that of the 
- gold france established by law as the 
monetary unit of France.” At the 
time that was published the French 
franc was quoted at about 9 cents in 
our currency. It had been as low as 
5.79 in 1921 but had recovered to 8.13 
at the end of December. Within a 
little more than two weeks after Mr. 
Marsh made this prediction, French 
francs sold at 9.37}, and had little 
more than a quarter of a cent to go to 
reach half par. They have since fallen 
back, but I see no reason why they 
should not again continue to advance, 
if France makes progress towards bal- 
ancing her budget. They are not 
lower now than our Civil War green- 
backs were at one time, and complete 
restoration does not appear impossible, 
though it may take a considerable 


number of years. 
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from political and other causes not 


I am not going to undertake to 

estimate just how great an unfunded 
balance may still be due to the mer- 
chants, bankers and corporations of 
America. They had a severe lesson in | 
1920 and have since then preferred a 
diminishing business for which pay- 
ment was reasonably sure in dollars. 
It appears also clear that they have 
for many months been collecting or 
funding in some way, or charging 
off, debts due them. I believe that 
investments in real estate in Europe 
and in the shares of European enter- 
prises have been a very large offsetting 
factor. Professor Williams states in the 
May number of the Quarterly Journal 
of Economics that foreign investments 1 
in Germany since the Armistice have > | | 
been estimated at nearly $250,000,- 
000, and it is well known that Ameri- 
cans have been large investors not only 
in German property, but in Poland, in 
Italy and in the states which formerly 
made up the Austrian empire. This 
item of foreign investment, with the 
widespread speculative purchases of 
foreign currencies, might easily have 
amounted to a billion dollars. 


CONFIDENCE TO PRECEDE CREDIT 


The debts of individuals in Europe 
to individuals and corporations in 
America, at any rate, cannot at 
present, I believe, be so large as to 
present any insuperable bar either to 
the restoration of the exchanges that 
seem within reach of restoration or to 
the stabilization of exchange with 
countries where inflation of paper 
currencies has reached a point beyond 
the possibility of restoration. Fluctua- 
tion of exchange, due to inflation, is 
annoying and introduces a very un- 
desirable element of speculation into 
foreign trade. An irredeemable paper 
currency even if not constantly ex- 
panded is subject to changes of value 
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related to trade balances or inter- 
national debts. Our Civil War green- 
backs went up or down in value in ac- 
cordance with the fortunes of the Union 
armies, and later with relation to 
policies under discussion in Congress. 
The depreciation of some European 
currencies has undoubtedly been in- 
creased by the instability of some 
governments or by socialistic policies. 
Confidence, as Secretary Hughes has 
well said, must precede credit. Given 
good government and balanced budgets, 
something could doubtless be done in 
the direction of stabilizing exchanges 
between countries having an irredeem- 
able paper currency and countries on a 
gold basis. It would probably be in 
the nature of recognition for fixed 
periods, or in some cases permanently, 
of new pars around which fluctuations 
could be controlled within something 
approaching normal limits. 


N the tragic years from 1914 to 1921 

inclusive, four great changes oc- 
cured in American finance as follows: 

1. American exports exceeded im- 
ports by more than twenty billions of 
dollars. 

2. Forty per cent of the gold coin of 
the world lodged itself in America’s 
strong box. 

3. America changed from a great 
debtor to the greatest of creditor 

tions. 


at isolation, sent two 
three thousand miles 
fifty billions of 
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No outside or international attempts 
at “‘stabilization,”’ however, could per- 
form miracles or take the place of 
the necessary internal conditions and 
efforts in each country. Stabilization 
of exchanges between the United States 
and the neutral countries, whose cur- 
rencies are not greatly depreciated, 
such as Holland and the Scandinavian 
countries, seems within reach on the 
former gold par bases, and foreign trade 
would doubtless be benefited by such 
control of fluctuation as might be in- 
stituted in other cases, but so long as 
our own currency is sound and our 
prices attractive and so long as the 
pound sterling continues to maintain 
itself at a point so near par, with 
francs and lire showing progress, it 
can hardly be said that the continuance 
or recovery of our foreign trade are 
really dependent upon any such stabil- 


izing measures. 


wg 


and four billions of dollars owing to 
corporations and individuals in Amer- 
ica, eighteen countries of Europe owe 
to the Treasury of the United States, 
the stupendous sum of more than 
eleven billions of dollars—eleven thou- 
sand millions. 

Thecountries owing and the amounts, 
as of April 1, 1922, are given in the 
table on page 86. 

These amounts are so large, so vast 
and so difficult to grasp that they can- 
not possibly mean anything concrete 
to any of us except perhaps by way of 
contrast or comparison. 

For this vast sum, a high school 
costing one million dollars could be 
built in every one of the three thou- 
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sand counties of the United States, 
every irrigation project in America now 
held up for lack of funds could be com- 
pleted, one hundred fifty thousand 
homes, costing $3,000 each, could be 
built and paid for—and still the un- 
thinkable sum of two billion five 
hundred millions would be returned to 
the Treasury of the United States. 
This sum of eleven billions of dollars 
is equal to two-thirds of the total debts 
of all Europe in 1913. It is more than 
were the combined national debts in 
1913 of Belgium, Germany, Greece, 
Hungary, Italy, Japan, Netherlands, 
Roumania, Serbia, Norway, Sweden, 
Switzerland and Turkey. It is more 
than were the combined debts of 
Russia, France and Great Britain in 
the same year. 

This European debt to America 
would more than equal the total as- 
sessed valuation in 1921 of the real 
estate in Connecticut, Maine, New 
York, Rhode Island, Vermont, Mary- 
land, Minnesota, Iowa, North Dakota, 
South Dakota and Nebraska, and there 
would still be $400,000,000 left over 
for good measure. 

This vast sum of eleven billions is 
equal to $100 for every man, woman 
and child in the United States. 

Perhaps we can better understand 
by example what the interest at five 
per cent alone on this vast sum means. 

The forty largest cities in America in 
1921 had a school attendance of 
2,788,861 pupils. The total cost of 
these schools, including salaries, in- 

terest on bonds, operation and main- 

tenance, was $%161,270,884—or in- 
2 charges for one-hundred and 
_ twenty-two days on the amounts these 
eighteen nations owe us. Again, the 

University of Pennsylvania is a very 

tich university with an endowment of 
hearly thirty millions. Each year the 

interest items on the European debt to 
us would endow twenty more state 
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universities with equal amounts. The 
physical plant of the University of 
Michigan costs $8,000,000. For the | 
interest for one year on this vast sym 
owing to us, such a plant and equip- 
ment could be constructed in every one 
of our forty-nine states and in addition 
a hospital could be built in every one of 
the one-hundred largest cities in Amer- 
ica, costing an average of $1,000,000 
each, and still fifty millions of dollars" 
could be turned back into the Treas- — 
ury of the United States. 

Such figures, then, represent the Eu- 
ropean bookkeeping debt to the United 
States. The people of the United 
States are thus faced with one of the 
most tremendous economical and finan- 
cial problems ever given them to meet 
since they became a nation. What 
are we going to do about these debts? 

I wish to discuss this question of 
“America and the debts of Europe,” 
from three points of view as follows: 

1. From the standpoint of nl 
who demand that these debts be — 
to Americ: a dollar for dollar. 


who think that loon debts should be | 
cancelled entirely. 

8. From the standpoint of those 
who think that these foreign debts 
should neither be paid as other debts © 
are paid, nor cancelled altogether. wi 


Wuat Tue “Pay-Upe” Poticy 


There are many Americans, careful 
and sincere, who insist that America 
be paid, dollar for dollar, the principal 
and interest of the debts now owed 
by these eighteen European nations. 
These people insist that a contract _ 
entered into by a nation is sacred; 
that we loaned this money to these 
nations with the express understanding 
that it was to be repaid. No nation Bet 7 
has suggested otherwise. They are a 
debts of honor and there must be no - 
quibbling as to the basic fact of the 
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obligations themselves. The money q gold, if she has it, or by sending an | 
was raised under great pressure and by * equal amount of goods or services for 
tremendous effort, and the people con- which the debtor nation receives 
tributing to the American Liberty credit on the national books. There 
Loan drives were told that the money are no other ways known to square 
being loaned to the Allies would be amounts and keep the books in balance, 
paid back and that taxes, therefore, If we insist on payment we may then 
would not be raised to take care of that ask, can Europe pay us in gold? 
part loaned to the Allies; our European _ 
debtors would take care of their obli- 
gations. These facts were clearly 
understood by everyone and, as Mr. In the figures given in the table on 
Frank Vanderlip says, these debts, page 86 the total gold reserves of the 
“were unequivocal obligations to eighteen European countries owing us, 


ark repay.” amount to less than 1g per cent of 
"This is the opinion of those who de- eir deb © In other words, if 


) ae a mand full repayment of the debts of urope settled her debts to us in gold, 
_ Europe to the United States. Let us she could pay only sixteen cents for 
therefore analyze the position of those every dollar owing. If these eighteen 
who thus believe that Europe should European nations could secure all the 
pay us dollar for dollar. gold coined in the entire world, outside 
The average man believes that ifthe of what is now within the United - 
_ European governments pay these States, they could pay us less than 
debts to the United States, the burden _ fifty cents on the dollar, on these debts. 
of his taxes will be reduced. The If these eighteen European nations 
United States has a bonded debt secured all the gold coined since 
of approximately %25,000,000,000, of Columbus discovered America in 1492, 
er) which about $11,000,000,000, as stated and not now held within the United 
above, represents loans to European States, they could not pay us in full. 
--- governments. The government of the No, the shipment of more gold to © 
United States may or may not re- America to pay these debts is neither — 
ceive interest on its European debts practical nor workable. We need 
but it must pay interest on its own therefore not take the time to discuss 
_ obligations. Therefore is it not true the effect which more gold import into 
_ that, if the European nations pay us_ the United States would have on our 
what is due, taxes would be reduced by decreasing trade. A nation’s foreign 
the total amount of the payments? obligations must be met in lieu of gold 
Can we not figure eventually on _ by either goods or services. The War 
liquidating eleven billions of Liberty caused Europe to lose nearly all its 
Bonds by receiving an equal amount “service” charges, such invisible serv- 
from our European debtors? It looks ice charges as tourist credits, freight 
to the average man like a very simple credits, foreign bond interest credits 
ue question of adding and subtracting and remittance from abroad credits. 
r-@ figures. It would at first seem so, but So Europe is forced to make up her 
7 is it so simple? favorable trade balance to us by selling 
Hog If one nation owes to another nation to us more goods than we sell to her. 
a. $100,000,000, the debtor nation can The best financial students of this 


_IMPRACTICABILITY OF PAYMENT 
In GOLD 


balance its account either by sending problem agree that it would require an 
to the creditor nation $100,000,000 in excess over imports between these 
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European debtors and the United 
States of about seven hundred million 
dollars annually to meet the interest 
charges alone on their obligations and 
if we may assume that the debt which 
now amounts to approximately four- 
teen billion dollars—including total 
obligations to the United States govern- 
ment and others due to citizens in the 
United States—is to be paid off in forty 
years, another three hundred million 
dollars of additional imports would be 
required for the sinking fund or a total 
of one billion dollars. In other words, 
the United States would be required in 
squaring only this European debt sit- 
uation to us to take one billion dollars 
per annum in European imports in 
excess of our exports. 

Europe’s hope of establishing eco- 
nomic equilibrium is to secure by ex- 
cess of exports over imports surplus 
bills of exchange on the United States, 
which can be used in squaring her 
present unfavorable balance, adding 
this billion “innually as well, for 
let us understand that this extra 
amount has not been included in the 
trade balance calculations, except, per- 
haps, in its psychological effect. 

Let us be very clear about this 
matter. These debts were created in 
the first instance by America’s selling 
goods to Europe: They can be paid 
only in the same manner—by our 
European debtors’ selling as much to 
us as we have sold to her. In other 
words, national accounts must be 
balanced the same as individual ac- 
counts. If we compel Europe to use 
her export of goods to square accounts 
on obligations now owing to us, we 
must understand that she cannot, in 
the very nature of things, use those ex- 
ports over again in buying present and 
future goods from us. We cannot eat 
Europe’s cake and have it too. Look 
at the figures showing America’s 
poating trade during the past twelve 


> 


months—a drop in exports from 
$8,080,000,000 to $4,379,000,000. Add 
to that, Europe’s small present pur- 
chasing power, growing smaller every 
month, owing to the present unfavor- 
able trade balance, and one cannot 
but feel that the situation is a most 
critical one. Perhaps we too can force 
the issue as the Allies have in the case 
of the impossible reparations, but the _ 
results in demoralized exchanges 
throughout all Europe will be similar 
to that which occured to the German 
mark after the first reparation pay- 
ment was made in gold by Germany, 
when the German mark dropped in 
ninety days from 100 to 210 marks for _ 
a dollar. 


If America compels Europe to settle 
for these past debts in the face of her 
present difficult unfavorable balance _ 
of trade as the “pay-up” advocates — 
demand, naturally America’s export 
trade will dwindle almost to zero. 
If we insist on payment, it will not be 
consistent or logical to set about erect- 
ing high tariff walls to protect ourselves _ 
from such an influx of goods, forit will 
only be by admitting such goods that 
Europe has any hope of repaying. 
We must admit the goods and accept 
the consequences. 

The decreased purchasing power of | 
Europe from 1919 to 1921 inclusive _ 
has a very vital relationship to the | 
present agricultural depression in 
America. Forinstance,in1919Europe 
purchased 332,000,000 pounds of beef 
from the United States but only 
21,000,000 in 1921—about one fifteenth 
as much. Europe purchased 1,238,- 
000,000 pounds of bacon in 1919 but 
only 489,000,000 in 1921—about one- 
third as much. What happened? _ 
The American live stock industry ~~ 
became demoralized and the value of | 


Menace To AMERICA’S 


Export TRADE 
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her live stock, approximately the same 
_ number of head, dropped from $8,800,- 
— 000,000 in 1919 to $6,200,000,000 in 


ly: 1921—a loss to the live stock industry 
America of about $75, 000,000 for 


 meatle—e total loss of $2,600,000, 000 
_ to the live stock industry in America 
alone. 
Again, let us take the case of the 
smaii-grain farmer, he who raises 
na wheat, oats, barley, rye and flax. 
_ Based on the official government 
figures for 1921, a drop of one cent in 
the price secured for our foreign small 
‘grain surplus, would mean a loss of 
$4,300,000 in Europe but a loss in 
America of $42,569,000, for the drop of 
one cent abroad drops also the price 
paidin America. Although the Ameri- 
ean small-grain farmer sends abroad 
only about one tenth of his total crop, 
the price of grain in America is de- 
termined by the price paid in the 
world market. A ten cent drop abroad 
in all cereal prices in 1922 by reason of 
the further dwindling of European pur- 
_ chasing power, would result in a loss of 
$425,000,000 to the American small- 
grain farmers. 
_ [ want to make this point especially 
clear. Under such a financial sinking, 
neither Europe nor America is being 
helped, for, while to America the loss 
is heavy and impressive, still to 
Europe the loss, based on American 
prices, is even more disastrous—for her 
_ purchasing power is contracting faster 
‘. than the American values are drop- 
a7 ‘ping. We are not discussing losses 
in Europe at this point other than 
financial losses. Those losses now 
taking place by reason of the lower 
standards of living, starvation, suffer- 
ings, diseases and famine are not cal- 
culated. From these America has 
not seriously suffered but, financially 
speaking, it is a situation where both 
creditor and debtor nation suffer from 
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the same malady but not to the same 
degree. 

We have already shown that the 
losses to American live stock dur- 
ing the past three years have been 
more than two and one-half billions of 
dollars and we have shown that the 
drop of ten cents in Europe in the 
price of small-grain surplus would 
mean nearly a half billion dollars a 
year to American small-grain farmers. 
The inference is therefore clear that, 
if a policy undertaken by the United 
States results in further decreasing the 
purchasing power of Europe in sucha 
way that our national income shrinks 
more than the amount of interest 
received by us, say, seven hundred 
million dollars a year, the nation as a 
whole would lose more than it gained 
by undertaking such a policy. What 
advantage is gained if taxes are cut 


seven hundred million dollars and the ~ 


national income paying such taxes is 
reduced by more than seven hundred 
millions. 

In other words, if the present 
American depression, which has re- 
sulted in widespread unemployment 
and enormous goods-value losses has 
been caused in a great measure by 
these two factors of Europe’s fast 
decreasing purchasing power and, from 
Europe’s standpoint, America’s fast 
increasing prices, how much more 
serious would the problem be in in- 
creasing still further goods-value losses 
by adding this further mountain of 
debt of from five hundred to one 
thousand million a year, to be paid, as 
we have already shown, in the only 
way Europe can pay—by goods? 

It is not contended that certain 
classes would not be benefited by this 
‘pay-up” policy. People on salaries 
and fixed incomes, who have steady 
work and who are little affected by 
financial depressions, would probably 
have tax relief by the payment of 
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European debts. Buttomanufacturers, 
farmers, and business and working 
men, increased unemployment and 
goods-value losses would be enormous. 
These great classes of our population, 
by far the largest percentage, would 
have their taxes reduced, but their in- 
comes would be immeasurably more 
reduced. 

We are therefore forced to the con- 
clusion that to insist on payment of 
these debts owed to the United States 
Treasury by these eighteen European 
countries would be a financial mistake 
and a strategic calamity. To force 
these European countries to pay dollar 
for dollar what they owe to us, would, 
in my opinion, not only accelerate the 
present tendencies towards economic 
disintegration in Europe but would 
likewise be the cause of a vast injury 
to America and her people. 


Tue Prospitem or CANCELLATION 


Let us turn now to the point of view 
of those of us who favor the cancel- 
lation of all of our European debts at 
one grand stroke. If these debts, for 
reasons stated above, should not be 
collected even if our European debtors 
were willing and able to pay, why 
should they not be cancelled altogether. 
This is our next problem. 

| The internal debts of Europe, ac- 
cording to the figures compiled by the 
International Finance Conference held 
in Brussels in June, 1920, increased 
from 17 to 157 billions of dollars, an 
increase of nearly nine hundred per 
cent. The external debts, that is 
those owing to one nation by another, 
increased from practically nothing to 
more than 25 billions. 

From the standpoint of international 
affairs there is a vast difference be- 
tween internal and external debts. 
A government within its own borders 
is master and supreme. The internal 
debts may reach unthinkable sums in 
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the aggregate but, so long as the 
government has power to issue more 
paper money from a printing press, it 
can, without apparent embarrassment, ae 
continue to pay interest and pay off _ 
or refund principal obligations. Econ- _ 
omists and international financiers = 
have given, in my opinion, all too little" _ 
study to this subject of internal debts, 
especially as to their effect on un- 
balanced budgets which result in de- 
moralized and disorganized trade. In- 
flation, the printing of unlimited paper 
money to meet expenses not met out of | 
taxation, is a malignant growth, 
dangerous, treacherous and fatal to or ° 
society or any government using it. 

It destroys the lives, the liberties anes 

the property of peoples and it always 


works the same way. Its law is immuta- 
ble. It is Europe’s most terrible scourge 
today. Listen to what Professor 
Cassel of Sweden has to say on thist — 
subject: 


What a prolonged inflation means, 
should at this moment be clear to every- 
body. It means a progressive falling to 
pieces of all organized economic life and of — 
the moral forces which are its foundation— 
actual starvation for large classes of the 
population, growing social unrest and 
ultimately the complete catastrophe when 
the food producers altogether refuse to take 
the depreciated money paper in exchange 
for their products. If anybody still believes — 
this forecast to be the exaggeration of a — 
pessimist, he has only to lay before himself __ 
the map of Europe: all the successive stages 
of the inflation are there represented si- 
niultaneously; England, Italy, Germany, 
Austria and Russia, showing some typical 2 
milestones on the downward road to the 
ultimate catastrophe. No country thatis 
gliding on this slope can feel itself safe ia 
from unexpected consequences, nor can i 
Europe as a whole regain security and oe é 
strength as long as any important part ofit | 
is involved in this most pernicious process. — 


These words, quoted from one of s 
Europe’s great students, are full of 
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yale. 
. 
warning and wisdom to every nation 


in Europe. A capital levy on the 
: _ property of all citizens to square the 


- national accounts is a vastly wiser 


; debts of over 157 billions at the 
rate of 5 per cent per annum—or 
 $650,000,000 a month—by using the 
printing press and increasing inflation 
still more, has become not merely a 
local internal national problem but an 
international one and as such should be 
studied. 
_ But in our study we are particularly 
concerned with external debts, for 
Europe’s debts to us are all of that 
character. Internal debts can be paid 
for by printing press methods but not 
so external debts. Such debts, as 
stated before, can only be paid by the 
debtor country with gold, which 
\ Europe lacks, or by an enormous ex- 
cess of exports over imports. 


CLAIMS FOR CANCELLATION 


ie Paying interest on internal 


Those Americans who champion the 
cancellation of European debts to us, 
do so because, in the first place, they 
maintain the Allies were engaged in a 
war in which from the beginning 
America had a common interest. It 
was vitally important that the war be 
won. The European countries were 
borrowing money in this country to 
purchase large war supplies here and 
had been doing so long before we 
entered the War. Billions of dollars 
worth of goods were sold to them. 
We had made large profits and had 
sustained, after we entered the War, 
no great relative human loss or mate-, 
rial injury. America had come out of 
the War the richest and most powerful 
financial nation on earth, while Europe 


Bia had emerged crippled, disorganized, 


* discouraged, almost bankrupt. 
4 


Why 
then should bankrupt Europe be _— 


; pelled to pay rich America for o 
ligations in defending turn is paralyzing their and 
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attack civilization itself, including 
American civilization? 

A canvass of financial leaders in 
Europe in the fall of 1921 points to the 
unanimous conclusion that general 
financial recovery is impossible in 
Europe unless means are found to ad- 
just first the problem of indemnity 
payments by Germany, which are in 
the nature of external debts owing to 
governments or people outside of 
Germany and second, that of inter- 
allied debts—the external ones. These 
two problems are very closely related; 
one has a direct bearing upon the other. 
It is difficult to discuss one without dis- 
cussing the other. Certainly one prob- 
lem cannot be solved without solving 
the other. 

A recent communication to the 
writer from Peter Grossmann, Director 
General of the German Labor Unions, 
shows that the present reparations are 
sapping the vitality of the average 
German working man and that living 
conditions amongst the working men 
are getting worse and worse. Noth- 
ing but financial and social collapse 
seems possible. Mr. Grossmann de- 
clares that two years ago a working 
man could purchase a pair of shoes 
with the wages he received for one days 
work; now it takes the same man the 
equivalent of four days work to pur- 
chase a pair of shoes. 

Outside of France, Europe sees 
clearly that the present indemnity ar- 
rangements are impossible of fulfill- 
ment but so far no efforts to change 
them materially have been successful, 
because the Allies think they would 
find themselves facing “‘a burden of 
external indebtedness as intolerable to 
them as are the existing terms of rep- 
arations to Germany.” The Allies 


seem unwilling to ease the German _ 
burden until they are relieved of the — 


weight of the external debts which in 
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crushing their ambitions. And so the 
world drifts on. 

Everybody now knows that both the 
indemnity and external debts can be 
paid only in goods. Such goods ex- 
ported by one nation come into com- 
petition with those of other nations 
somewhere. To export goods of an 
amount large enough in volume or 
value to square either of these two 
tremendous obligations, we have al- 
ready seen may mean, and in most 
cases does mean, larger losses to the 
nations receiving them than to the 
nations making the payments. 


Some Errecrs or CANCELLATION 


Why not, then, cancel all European 
war debts, wash our hands of Europe 
and European troubles and come home 
to America where we belong. 

Professor Moulton in his recent 
book! declares as a result of his studies 
that “we may as well forget about 
stabilizing the exchanges unless repara- 
tions and allied debts are cancelled. 
From the standpoint of good business,” 
he continues, “United States should 
cancel European debts for we will 
merely be compelling European na- 
tions to resort to farther domestic in- 
flation and thus still further disrupt 
European currencies and exchanges 
even as German currency and exchange 
has succumbed under the recent 
pressure of the Allies for reparation 
payments.” 

Professor Moulton thus states con- 
cisely and well what will happen if we 
really force collection. Are there not, 
however, other serious factors in the 
situation? Let us understand clearly 
that, for the first time in American 
financial history, Europe instead of 
receiving from two-hundred to three 
hundred millions a year interest on her 
investments in the United States now 
finds that she owes to America in in- 


‘America and the Balance Sheet of Europe. 


terest items more than seven hundred 
millions annually. 
America—that of a creditor nation. 


It is a responsibility she should take ey 


seriously. To cancel these, our first — 
European obligations, might act, and 
probably would act, as a boomerang to 
further investments by Americans in 
Europe for many years. Such a sit- 
uation could be very easily created for 
if Europe was to cast aside these debts, 
or if the United States government 
should cancel them, why should the 
American government or American 
capital expect better treatment in 
future dealings with Europe. No, 
Europe needs America to keep her 
credit. It would be a mistake to adopt 
any policy which might preclude fur- 
ther financial help to Europe on the 
part of either the American govern- 
ment or its citizens. 


CONSTRUCTIVE SUGGESTIONS 


There have been, during the past _ 
three years, other possible solutions of | 


this problem suggested, somewhat dif- 
ferent from either the “pay-up” 
policy or that of total unconditional 
cancellation. 

Many generous-minded people be- 
lieve that the United States should 


use the great debt owing us as a lever — | 


to exact from Europe a definite pro- 


gram of action which these people © ' 


think the governments of Europe 
should adopt. These people would 
cancel the debt conditionally, in re- 
turn for a guaranty that from now on 
these peoples and governments of 


Europe will agree to behave as civilized + 


nations should. For imstance, the 
first condition would probably be di- 


Its a new rdéle for 
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rected towards a reduction of excessive __ 


armaments and a readjustment of 
reparations. Has not Belgium in- 
creased her armament expenses from 
$13,110,000 in 1912 to $107,823,000 in 
1921, an increase of more than 800 per 
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_ cent;? has not France increased her 
armament expense from $259,349,000 

in 1912 to $1,316,110,000 in 1920, an 
increase of nearly 600 per cent; has not 
Great Britain increased from $351,044,- 

* 000 in 1912 to $1,121,318,000 in 

__-:1921, an increase of nearly 350 per 
cent? 

: Why should we cancel just obli- 

gations to these nations, while such 
wild, extravagant fear-insurance is 
_ being raised from the toil and sweat of 
the suffering millions and spent to 
bolster up and make respectable that 
savage, soul-destroying creature called 
War, which debauches morals and 
_ bankrupts civilizations? 
' On this point Professor Moulton 
says: 

United States is in a position to exert 
great influence upon Europe for the ac- 
complishment of ends desired. There 
should be no necessity for exerting pressure 
for the purpose of saving Europe from 
_ destruction. But so powerful is the grip of 
coer, Europe on traditions, and so lacerated are 

the wounds of war, there is little hope that 

Europe will without some measure of out- 
side compulsion, adopt a codperative pro- 
gram of reconstruction. 


This statement merely shows that 
people are still in the twilight zone 
somewhere between barbarism and 
civilization. They live on ambitions, 
fears, hates, jealousies and revenge. 
Otherwise, why is France today 
supporting with men and money 
the Turkish army while England 
backs the Greek army in the same 
struggle? 


Tue “Lever” Poticy 


America has been urged by many, 
both here and abroad, to use this 
“lever” method for the accomplish- 
ment of desirable ends. On _ first 

*From The Staggering Burden of Armament 


= ‘ published by World’s Peace Foundation, April, 
; 1921, Vol. IV, No. 2, Page 219. 
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thought the “lever” policy appears 
desirable, but it would embroil us in 
European politics as well as in their — 
finances, for these things are very 
closely allied in Europe—much more 
so than in America. For instance, 
should we back the French, who have 
made a treaty with the Turkish 
nationalist government under M. 
Kemel Pasha, or the British, who de- 
sire Greek supremacy in the Levant? 
Should we coéperate with France and 
Serbia in supporting the Pan-Slay 
movement in the Balkans, or Great 
Britain and Albania, who fear and 
oppose such a movement? Should we 
support the French in backing the 
Loncheur-Rathenau agreement, or the 
British, who fear it? Should we favor 
Great Britain in granting a morato- 
rium of several years to Germany, or 
France who opposes it? Should we 
support France in her stand against the 
German-Russian treaty, or Britain 
who is inclined to support it? 

To appreciate this Anglo-French 
rivalry, we must understand this: 
It is a fundamental difference of 
economic situation which is at the 
bottom of many of the difficulties. 
If the differences of Great Britain and 
France in European policies grow out of 
the economic situation of each country, 
would not the American policy be 
likewise affected by our economic 
situation? For let us not forget that | 
we in America are by no means unani- 
mous in our viewpoints on foreign 
affairs. In fact, there as many view- 
points in America as there are in con- 
fused Europe today. 

Are we ready and prepared to tell 
Europe what she should do and what 
she should not do? Have we reached 
a stage where it would be wise to do it? 
Could we guide our peace ship through 
the rocky waters of European finance 
and diplomacy without disaster? 

Why could not France tell us, in 


| 


| 
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reply to our suggestion that she re- 

duce her army of 800,000, she would do 

so if we would protect and guarantee 

her against foreign invasion? Should 

: we grant her such a request in return 

' for an armament reduction or should 
we not? 

Again, let us take the matter of rep- 
arations. That probiem is one of the 
most pressing and most urgent menac- 
ing the European social order. If the 
European countries proposed to reduce 

’ the German reparations by an amount 
equal to the allied debt to the United 
States, what would be our answer? 
Such a policy has been suggested on 
numerous occasions in England dur- 
ing the past year. But, after all, will 
not these European countries be forced 
to assume a more reasonable and a 
wiser attitude? Why should we be 
asked to pay a premium to Europe in 
the way of cancelling past debts, in 
order to force her to adopt a policy 
which it is to her best interest to arrange 


ich immediately. 
sis: If we put Europe back into school, 
of politically or economically speaking, 
the and force her to do what America, as 
es. | an inexperienced schoolteacher, de- 
nd | sires, I believe we will find the compli- 
of cations many and the task fruitless and 
ry, hopeless—likely to result in discord 
be and disaster. 
nic Another “lever” suggestion is urged 
at by some who would cancel the debts 
ni- in return for certain territories and 
gn special trade privileges. We have al- 
w- ready taken our stand on war gains, 
n- territorial or otherwise. We want no 
special concessions or special spheres 
ell of influence to develop in return for our 
at cancelling our obligations, for it can be 
ed truthfully said that America’s one big 
it? contribution to world affairs has been 
gh the policy of the open door and equal 
ce rights for all, as against the foreign 
policy of special privilege, favorable to 
in a nation’s own citizens—a doctrine 
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filled with bitterness and strife and war 
for any nation that adopts it. ae 
oF CONDITIONAL 
CANCELLING 


Can we not say without fear of — 
successful contencaatiam that the policy 


one which is filled with dangers grow- 

‘ing out of rivalries and bitterness of > 
clashing nationalities and ambitions. 


Only recently the London Outlook | 
brought forward another “lever” 
policy—in this case the lever would be © 
used against the United States. We © 
quote from this excellent publication: — 


Germany shall be asked to absorb the © 
whole body of the inter-allied debt. This — x 
amounts to sixty-five billion gold marks. 
Germany will, however, only be called 
upon to pay these sums if and when any 
Ally calls upon any other to discharge its 
indebtedness. It is further suggested that 
this country and France agree not to call 
upon any other allied government to pay, 
except in so far as America calls upon them 
for debt, or in so far as they themselves fail 
to recover from Germany other sums due. 
This means, in effect, that the European 
inter-allied debt is wiped out, and the total 
amount credited to Germany, provided 
Germany meets her reduced obligations, and 


upon collecting the twelve and one-half 
billion dollars (fifty billion gold marks) 
owed her by Europe. ok 

Since the details of the Treasury plan 
reached New York, we have received pri- 
vate cable advices from high financial 
quarters there, expressing their cautious _ 
and confidential endorsement. As regards 
America, the scheme is a psychological 
masterpiece. There is no question of re- 
pudiation, nothing to which American 
politicians searching for votes can take 
exception: the liabilities of each nation in 
Europe to America remain as they are; 
but upon America now will rest the onus of 
disturbing world trade, and her own, and 
retarding the recovery of other nations and 
of herself, if she chooses to demand her 
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| seam of flesh. Her people are too unin- 
formed to understand that it is in their 


__ imterest to cancel the debts; her bankers 


and “big business’’ magnates have now been 


é converted. They bid us have patience for 


a few years, until the political and economic 
education of the “‘ backwoods’’ has proceeded 
further. 


Are we prepared to accept the fruits 
of such a policy, so subject as you- 
see to changing interpretation? The 
“lever” policy at first thought seemed 
reasonable, but would the American 
people care to assume such a position 
in the affairs of Europe? 

America today stands in the van- 
guard of civilization, the richest, most 
generous, most powerful, most in- 
dustrious, most productive of na- 
tions. This one hundred and ten 
millions of highly organized, widely 
educated people, blessed by nature in 
a thousand ways, possessing one-third 
of all the world’s wealth, with an in- 
come larger than that of the peoples of 
all Europe combined, has world-obli- 
gations and duties as well as world- 
rights and privileges. 

We have reached a position now in 
this discussion where we can say that 
for America to insist on the European 
debts’ being paid would be a grave eco- 
nomic mistake; to cancel the debts al- 
together unconditionally, while a far 
superior policy, would very likely act as 
a serious obstacle against further in- 
vestments by America in Europe for 
years to come. We have seen, more- 
over, the complications likely to arise 
if we cancel these European war debts 
conditionally—using them as “levers” 
to gain certain ends desired by all 
forward-looking people. 

As we study more deeply along this 
question, it would seem as if we could 
safely champion any plan which (1) safe- 
guards natidnal promises; (2) which 
does not weaken international relation- 
ships by repudiation or cancellation. 
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4 PROPOSAL FOR AMERICAN 


Dest ComMMISSION 


Probably one of the most feasible 
plans so far suggested, which in a 
fairly satisfactory way meets the ob- 
jections raised to the other methods of 
settling these debts, is that advocated 
by many distinguished Americans in- 
cluding Mr. Frank Vanderlip. Out of 
his broad experience and observation, 
Mr. Vanderlip has come to believe 
that the debts should be paid at the 
opportune time, but that all payments, 
both interest and principal, should be 
given over to the rehabilitation of the 
European economic organization. He 
would have the money so paid left in 
Europe instead of being brought to 
America to help swell our present trade 
balance still more, thereby throwing 
our economic organization still further 
out of joint. He would have this fund 
handled through an American com- 
mission, who would be prepared, after 
a careful and thorough study and sur- 
yey covering all the economic, social 
and financial possibilities of Europe, 
to codperate in an intelligent and help- 
ful way in the rebuilding of this war- 
torn and soul-weary civilization. 

Mr. Vanderlip says: 


I would like to see every dollar that can 
ever be paid to us by our debtors for years 
to come devoted to the rehabilitation of 
European civilization. It is only through 
the rehabilitation of European civilization 
that these debts can ever conceivably be 
paid. It is only through the rehabilitation 
of European civilization that America can 
ever conceivably realize in full measure her 
destiny or can expect a full measure of 
prosperity for her people” « « 

The indirect returns (of the expenditure) 
would be enormous. There could be 
written a financial prospectus of what 
might be accomplished by the wise spend- 
ing of five hundred millions of dollars a 


pa! 
| 7 
| 
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which would be the most fascinating 
financial document that was ever prepared.* 


Such a commission as suggested 
would necessarily have very wide 
powers, and be composed of the ablest, 
wisest and most sympathetic of ex- 
ecutives, men of vision and men of 
action. The biggest men in America 
should be selected, for they would very 
shortly become members of the most 
important commission ever organized 
to meet the needs of a sick civilization. 
The survey of this commission would be 
complete, fundamental and exhaustive, 
covering such subjects as health, sani- 
tation, transportation, food production, 
hydro-electric development, education. 
As an example, if Austria needed hydro- 
electric development to take the place 
of the coal she lost, then in the in- 
terests of good business recovery for 
Austria the commission might spend 
fifty or a hundred or two hundred mil- 
lion there, taking a lien on the property 
improved, and in addition a general 
obligation of the Austrian government 
until the loan was repaid. 

This fund, under the direction of the 
commission, would be small at first, 
for probably few of the eighteen na- 


tions owing us could pay even inter- 
est, but as time went on the money 
would develop the nature of a great 
revolving fund, aiding the weak spots 
here and there and transforming de- 
spair into hope. This revolving fund 
would be loaned, for specific projects, 
only after a survey had proved them 
economically sound, wise and helpful. 
As each object was accomplished the 
money loaned could be returned and 
reloaned over and over again for other 
objects just as worthy. 

To those who favor a cancellation of 
the allied debts because Europe is 
nearly bankrupt, a question will nat- 
urally suggest itself here. 


* What in Europe? p. 285. 
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It is this: 


“Tf our European debtors cannot now ee = 
pay us directly, how will they be able 
to do it indirectly?” There isa very 
clear-cut economic distinction between sy 
a payment made directly to us in 
American dollars by these debtor 
nations and a payment made in such a 
way as to be left in Europe for her re- _ 
habilitation. As we have already 
seen, if Europe pays us seven hundred © 
millions a year interest on past obli- =| 
gations, it only adds just that much | 
burden to her already overburdened — 
and lop-sided balance sheet, and its — 
weight tends further to increase our — 
money value and prices to our debtors 
and thus decrease our exports. cer, 

But to suggest payment within — 
Europe itself is a vastly different 
matter. We could be given credits — ie 
in these several countries, which the ter oh 
American commission could use for 
expenditures for labor, machinery or 
other necessary materials. All efforts 2 
to aid would have just one object in 
view— European recovery economically 
and financially. 

In the great Mississippi Valley, — 
from which I come, the most depressed 
class in that section now is the agrarian 
class—the farmers. Since they are 
overloaded with debt and not making 
expenses, it would be an easy matter 
to foreclose on their lands and compel 
them to seek new homeselsewhere. But 
the wise creditor is codéperating with 
the farmer, his debtor, and carrying 
him over in order that the debtor may 
repay when good prices and good crops _ 
return. Our problem is not helped— 
in fact, it is greatly aggravated—by Py: x 
demanding forcing payment of 
interest. Instead, in thousands of 
cases, the creditor is loaning the — 
debtor-farmer more credit in order to 
enable the debtor to remain on the © 
farm, trusting that later things will so 
adjust themselves that the debtor’s 
capacity to pay will sometime return. 
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If we atid that same idea to present 

European debts we have a_ possible 
suggestion of America’s duty and des- 
tiny, a hard journey up the mountain 
of International Good Will. Has there 
ever before been presented toany people 
a romance in altruism or a challenge 
in world idealism on so grand a scale? 

Perhaps some will question the wis- 
dom, the temperament, the experience, 
of America to carry on such a colossal 
experiment, for experiment it would be. 
The genius and capacity for organ- 
ization which has been shown by 
America during the past eight years 
leads one to believe that America could 
do such work with vision, hope, in- 
spiration and success. The American 
is above all others a man of vast 
organizing ability. That he could sur- 
vey in a most fundamental way this 
whole field from the North Sea to the 
Mediterranean, from the British Islands 
to far away Eastern Russia, and at the 
same time codperate in the most hearty 
and sympathetic manner with the 
nationals of all countries, I do not 
doubt. 

This whole program need not be 
under American supervision only. The 
special training, learning and culture 
of the ablest minds in Europe could be 
secured in the great survey made im- 
perative by the immensity of the task. 

This American debt commission 
could use such Europeans as they de- 
sired, who would fit into this whole 
arrangement in a helpful and generous 
way. 

Think of what could be done in 
Russia, now raising on an average of 
six bushels to the acre, with modern 
farm machinery and scientific methods. 
Think of what could be accomplished 
through establishing agricultural 
schools all over Europe. Think of the 
food production stimulus which could 
be given to each country by sympa- 
thetic, intelligent codperation and help. 
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_FurrHer oF 
CoMMISSION PLAN 


Such a plan is one of much merit 
and should be carefully studied by 
all thoughtful Americans. There are 
several suggestions which might be 
made with reference to the plan which 
have not so far been advanced. The 
first relates to interest charges on all 
debts, both external and _ internal. 
Interest charges are now sapping the 
lifeblood of Europe. A moratorium 
with eventual cancellation of all in- 
terest owing might hearten the people 
to pay the principal. It is certainly 
true that Europe cannot pay interest 
charges, mounting from 750 million to 
1 billion dollars a month, and expect to 
recover. This overhead charge on 
society is too much and cannot be met. 
This plan should be adjusted to co- 
operate in bringing a moratorium on 
interest, looking perhaps to a cancel- 
lation of interest later. 

Second, none of this vast fund 
should be used by the commission to 
support either directly or indirectly 
present war activities or “preparation 
for war” activities. America has made 
up her mind that the next step forward 
is to outlaw war, for she knows that 
civilization is otherwise doomed. 

Third, it has been suggested that 
when the League of Nations really 
becomes the important factor in 
European social and economic progress 
by taking into membership Russia and 
Germany, this American commission 
might be taken over as a department of 
the League, under certain definite con- 
ditions. But now a League of Nations 
which leaves out of its membership 
two-thirds of the population of Europe, 
is a league in name only. How can 
Europe recover when the League of 
Nations has not officially recognized 
that greatest and most compelling fact, 
that the economic unity of Europe is 
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and fundamental to any 


essential 
recovery. 


SuMMARY AND CONCLUSION 


And now to sum up briefly: We have 
found out that America is a creditor 
nation to eighteen nations in Europe 
to the extent of fourteen billion of 
dollars, of which eleven billion is owing 
by the several governments to the 
government of the United States, and 
three billion to individuals in America, 
as distinguished from the government 
of the United States. 

We have found that Europe is 
recovering very slowly, if at all; that 
more than three years after the Great 
War Europe has done practically 
nothing towards paying either principal 
or interest on these obligations; that 
interest items are piling up at the rate 
of over seven hundred millions a year; 
that the payment could not be met in 
gold but only by goods or services; that 
Europe lost nearly all her “service” 
credits during the war, so she must pay 
her debts by goods; that if she pays her 
goods to square old accounts, she can 
buy just so much less present and 
future goods, a condition which would 
result for America in more unemploy- 
ment and goods-value losses; that 
America should, therefore, not require 
the payment of the European debt to 
us dollar for dollar, for it would injure 
us and still further debase the Euro- 
pean trade balances and still more de- 
preciate her currencies. On the other 
hand, we have seen that to cancel the 
debts Europe owes to us would very 
likely act as a deterrent to getting 
America into future financial dealings, 
a deterrent which might be a source 
of great embarrassment to Europe for 
many years. We have seen, also, that 
to cancel the European debts con- 
ditionally might easily force an en- 
tirely new departure, of very uncertain 
nature, in our relation to European 
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affairs, which might force us into ~ 


numerous positions of 
between adverse and jealous groups. | 
Finally, we have been forced to the 
position that we should favor any plan _ 
advanced which maintains integritized 
national promises, and which does not © 
strain future international relationships 

by repudiation or cancellation. . 
This, the American commission plan, ed 


which would have all payments made y 
and left in Europe and used for the re- 
habilitation of Europe, attempts todo. 
Could any opportunity be bigger or 
grander? Could any nation desire 
more? Has any nation since the dawn 
of history, been so favored with power 
to revive hope and good will and dispel _ 
insincerity and cynicism as America _ 
today? 

I cannot close without saying a word» 
to that American who believes we | 
ought to leave European affairs alone, 
and let her work out her own problems. | 
True, we can readjust ourselves and 
after a few years of hardship place 4 
Chinese tariff wall about ourselves so 
high and so powerful that we can keep 
out the sorrow and hunger and poverty © 
of Europe—the culture storehouse of Se 
the last five hundred years. 
United States needs to import only a_ 
few necessary articles, coffee, tea and 
rubber. As a self-contained economic 
unit we could, I believe, live in com- 
parative comfort and ease. But do 
we want to do it? Wecompelled two 
millions of the finest boys that ever — ; 
walked in line to go three thousand 
miles from home to fight, and we spent | 


It was the first time in American | 4 
history that American boys fought as 
Americans in a European war. We 
fought to make the world a better 
place in which to live. Can we drop | 
that challenge now? Can we turn our 


back on Europe, when she is in danger 
of losing her economic life? 


Are we 
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a going to quit or are we going to trans- 
late into action the abstract things 
called Justice and Good Will? It 
seems to me we must do the only thing 
to do, and that is to keep the fires of 
civilization burning. We must not 
let them die. We cannot play the 
part of the selfish rich man. Let us 
accept the call, proud of the fact that it 
is ours to receive, and as world leaders, 
rekindle the fires of hope and courage by 
showing, by our own example, that it 
is better to cure than to injure, better 
to love than to hate, better to codperate 


F LTHOUGH it is now three and a 
, half years since the Armistice, we 
are feeling that what has been ac- 
complished since then towards the 
_ restoration of Europe falls far short of 
what might have been done under 
conditions of closer world-coéperation. 
We have still at least three principal 
questions of supreme importance to 
_ Europe and to the whole world which 
demand a speedy settlement, viz.: 
Sound currency. 
(2) The modification and fixing of 
the inter-allied debts and reparation 
payments. 
_ (3) The method of payment of the 
reparations. 

There is, in the first place, the urgent 
need for a return to principles of sound 
currency on the part of those countries 
which have abandoned them from 
causes arising out of the War. We 
know that currency was invented in 
order to provide a means of exchange 
of such undoubted and widely rec- 
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ognized value that it could be ac- — 


than to fight, better to give than to 


_ Teceive. 


It is my firm conviction that we in 
America can do our greatest service, not 
by demanding from our European debt- 
ors our pound of flesh by asking them 
to pay us back dollar for dollar in 
American money; not by cancelling 
the debt either conditionally or un- 
conditionally, but by letting each 
nation pay us in European credits at 
the appropriate time, to be used ex- 
clusively in repairing Europe, restoring 
her energies and renewing her vision. 


Inter-Allied Debts and Reparation Payments as 
International Securities 


cepted anywhere by a seller of goods 
because he could feel satisfied that at 
some later date it would be accepted 
as practically of the same value by any 
other seller from whom he might wish 
to purchase. Through this means the 
field of trade was developed and 
enlarged. 

The same principles apply today, 
although trade is now of vastly greater 
complexity, and currency has under- 
gone many changes from its original 
simple form. 

It seems to be clear that, where a 
currency consists of inconvertible paper 
money, its value will largely depend 
upon the rating of the credit of the 
country concerned, which falls as the 
volume of paper is increased. So 
much has been said and written upon 
the subject of sound currency, and of 
the evils of a currency which is un- 
sound, that I do not propose to take 
up your time by what must necessarily 
amount to a great extent to repetition. 
I would venture merely to reaffirm 
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that the first essential to the rehabili- 
tation of the currencies of certain 
countries is that of a balanced budget, 
and that this necessitates both the will 
and the determination on their part to 
make sacrifices so that internal reve- 
nue and expenditure may meet. Sub- 
ject always to those countries showing 
a readiness to play their part, there 
must also be such assistance from out- 
side in the shape of loans and credits as 
will enable them to tide over the inter- 
val until the essentials to a sound 
system of currency have been restored. 

The establishment of a fund abroad 
through loans and credits from which 
payments will be made either in gold 
or the equivalent of gold, would be a 
first step towards the reéstablishment 
of a currency with a ratio to an effec- 
tive reserve of gold or its equivalent. 
This plan of a ratio is now being fol- 
lowed in Great Britain, and by its 
means the ultimate return to a full 
gold standard for currency will eventu- 
ally be achieved. 

In the case of those countries where 
the currencies are in such a condition as 
to be beyond hope of once more being 
restored to their pre-war relation to 
gold, schemes of devaluation will 
doubtless have to be considered, but 
with the gradual improvement in the 
sterling-dollar exchange, and the pros- 
pect of further improvement, devalu- 
ation of sterling seems to be no longer 
a proposition that may have to be con- 
sidered. 


THe PayMENT OF THE REPARATIONS 


The second point to which I have 


referred is that of the amount of the 


inter-allied debts and payments for 
reparations and indemnities due by 
Germany, and the third point is that of 
the method of their payment. These 


two points are so closely associated 
that they may be discussed together. 
I would venture to draw 
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tention to my address to the American 
Chamber of Commerce in London on 
April 10, last. Ihave there endeavored 
to show by a comparison of figures 
representing pre-war trade and their 
application to the payment of interest 
and redemption of pre-war debts, and, 
on the other hand, to the amount of the 
war debts and reparations, how im- 
possible it is to expect that there may 
be such an increase of world-trade as 
will suffice to provide for the payment 
of these latter at the figures at which 
they now stand; and I have urged the 
reasons why it is in the interest of the 
whole world—and especially of Amer- 
ica—that there should be a reduction, 
and that the final amount should be 
fixed withthe least possible delay. Fur- 
ther than this, I have shown how desir- 
able it is that payment should be spread 
over as long a period as possible. The 
alternatives would appear to be a 
lower standard of living on the part of 
those countries by whom payment 
must be made, and a consequent 
reaction, upon America principally, 
since she is the chief creditor country; 
or, on the other hand, such enormous 
creation of credit as will inevitably 
produce a corresponding rise in prices 
throughout the world. 

England will pay her debts in full, 
but it will be to the advantage of the 
world if England and America are in 
accord as to the economic dangers in- 
volved in insisting upon payment by 
others to a degree which would be 
beyond their capacity to bear, except 
through their taking such steps as will 
alter their economic basis in relation 
to that of the rest of the world. 

In regard to the method of payment 
of such sums as may eventually be 
fixed upon, my address contains a 
suggestion that bonds should be issued 
by each debtor country, and should be 
handed to the creditor countries, who 
may in their turn use them for — Me 
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discharge of their own debts to any 
other creditors. This would involve 
an endorsement of the bonds, and the 
object of this plan would be to reduce 
to the smallest possible compass the 
amount of securities which would be 
required to pass between debtors and 
creditors. It seems to me that in 
this way dangers of inflation may be 
avoided, especially if my further sugges- 
tion for the endorsement of these bonds 
and their gradual issue, with the en- 
dorsement also of the issuing country, 
for subscription by the investing pub- 
lic wherever surplus funds may be 
seeking sound investment, can be 
adopted. 


INTERNATIONALIZED Bonps 


_ There is, to my mind, a great ad- 
vantage to be secured by this plan. 
We all know that stabilization of ex- 
change must primarily depend upon 
trade balance, but in pre-war times 
experience has shown how useful a 
part has been played in the adjustment 
of trade balances through the medium 
of international securities which have 
passed and repassed according to ex- 
change conditions between America 
and Europe and vice versa, with the 
effect of assisting towards stabilization. 
These securities would fulfil such a 
requirement. Many suggestions have 
been made as to the desirability of 
initiating some form of international 
currency with precisely this object in 
view. Ido not myself see what better 
form of adjustment could be forth- 
coming at the present time than inter- 
national securities rather than an inter- 
national currency; and the utilization 
of the inter-allied debts and reparation 
bonds for this purpose, if their ultimate 
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payment is spread over a long period of 
years, would help to remove that dis- 
turbance of trade and exchange con- 
ditions which the direct settlement of 
debts between government and govern- 
ment would inevitably involve. 

These suggestions have been widely 
discussed, and one of the principal 
objections which has been put to me 
has been that the ultimate responsi- 
bility for principal and interest falls 
upon the endorsers of the bonds issued 
by Germany for the amount of her 
reparation payments. This is of 
course true, but my view is that if the 
reparation payments were duly agreed 
upon at a reasonable figure, and finally 
fixed, and the method which I have 
suggested were adopted—and especially 
that by which the bonds would find 
their home in the markets of the world 
—any practical danger which would 
involve actual disbursements by the 
guarantors would be reduced to 
minimum. So long as these bonds 
remain in the hands of the govern- 
ments, and so long as there can be any 
question as to their being of an amount 


which is reasonable or otherwise, 
there will continue the risk of their 
being used with political objects. 


There may be dangers that the interest 
payments, or the principal when it 
becomes due, may go by default, but, 
on the other hand, if once the amount 
is agreed upon and finally settled, and 
the bonds become internationalized in 
the way in which I have suggested, and 
held by the investing public, it seems 
to me that all such risks would be 
avoided, and the carrying through of 
such an operation would in itself be in 
the nature of a guaranty that Ger- 
many would pay. 
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aration Payments,” delivered by ‘Frederick C. Goodenough to the American Chamber of 
Commerce in London 


WISH to draw your attention to 

the figures contained in Tables A 
and B, which give the distribution of 
indebtedness and also the amount due 
from each country to each, besides the 
internal debts, so that you will see from 
the Table upon which countries the 
burden falls most heavily both as 
regards the total and as regards the 
amount per head of the population. 

The amounts due to each country 
are given in the currency of that 
country. You will understand how 
dificult it is to make an effective 
comparison, because of the constant 
fluctuations in Exchanges which affect 
the value of the Currencies shown in 
the Table. There is also the difference 
between the internal and external 
value of a currency, and besides that, it 
must be borne in mind that any in- 
crease or decrease which may: be made 
from time to time in the volume of 
paper currency in any one country, 
tends to complicate the position still 
further, by altering price levels, and 
therefore also the burden of debt. 

To summarize quite briefly, you will 
see that the total due for Inter-Allied 
Debts is about £4,000,000,000, and 
this with the Reparation Payments 
(£6,600,000,000), makes a total of 
about £10,600,000,000. This figure 
includes what is due from Russia. It 
does not include the amount of debt due 
by each country to its own people for 
war expenditure nor does it include the 
amounts due to Great Britain from the 
Dominions and Colonies forming parts 
of the British Empire. 

There is also left out of the Table, 
the debt due from the smaller allied 
countries which took part in the war, 
such | as Serbia, Rumania, Portugal, 


| Appendix 


and certain non-European Powers. 
The amounts in these cases are not 
really large and the consideration of _ 
them is not required since they do not 
materially affect the world’s economic 
problem. 

I would particularly draw your 
attention to one fact relating to the _ 
debt of £952,000,000 from Great 
Britain tothe United States of America. _ 
This amount was borrowed from 
America after she entered the war and 
during the same period a somewhat 
larger sum was lent by Great Britain 
to the Allies in addition to that which © 
she had already lent to them before _ 
that period. It is important to note © 
that if Great Britain had not lent this — 
sum to her other Allies, it would = ¥ 
been unnecessary for her to have 
borrowed one penny piece from the 
United States of America. 

Everyone will agree that through 
the action of Great Britain, America ho ae 
in a better position than if the money 
had been lent by her directly to the 
other Allied countries. 

I do not, however, wish to suggest 
that Great Britain should not pay this" 
debt of £952,000,000, for which she 
made herself liable. Indeed, my view 
is, and always has been, that Great — 
Britain will inevitably pay her debts © 
in full, even though they were incurred | 
on behalf of others, but I feel that in a 
such a case as this America should not _ 
press us, but should give ample time for ye 
payment, and should lend us a friendly 7 
hand in the matter of interest, by modi- oe 
fying the rates in the early days whilst y, 
we are still finding it a hard wm ae 
to cope with the financial obligations 7 
which we have incurred through the 
part which we play ed in the war. _ 
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TABLE A 
InteRNAL Dest 
Dest to 
y in the currencies in which ; 
Unit of | Pre-War Post War |} ( tracted) equivalent at 
Internal contracte 
Currency Debt current rates 
Debt 
Millions | Millions Millions Millions 
£ -. 706 6,702 To U.S.A $4,166 952 
Franc $3,637 247,500 To UE... £557 
“ US.A $3,351 
Lira 15,281 89,338 OU... £477 854 
“ US.A $1,648 
Rouble 8,846 To US.A $193 
— £561 725 
* France.. .frs. 5,755 
“USA... $875 252t 
£10,705 


* Excluding external debt not due to Governments, debts due to certain Colonies and Dependencies 


and other minor debts. 


t The Belgian Debt is subject to special arrangements with the Allies. 


} Excluding other than Federal Debt. 


Nor do I suggest that Great Britain 
will refuse to remit some portion of 
what may be owing to her by her 
European Allies or by Germany unless 
the United States of America also 
make some remission in respect of some 
part of the debts which are owed to 
that country. I believe that Great 
Britain will act in this matter accord- 
ing to her own judgment as to what is 
sound or unsound. 

Notwithstanding, however, it would 
be for the common good of the world if 
Great Britain and America should 
come to an agreement as to the eco- 
nomic aspect of the problem. 


| 
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Reverting to Table A, the amount 
of the Inter-Allied Debts is about 
£4,000,000,000, and the amount of the 
Reparations Debt from Germany is 
£6,600,000,000, the two making to- 
gether a total of about £10,600,000,- 
000. You will not forget that these 
debts represent purely Government 
indebtedness, and do not include the 
great volume of commerical debt, or 
debt not incurred directly between 
Governments. Table B is an en- 
deavour to measure the present burden 
of debt in commodities, as this is in 
some ways a better basis of comparison. 
It must be remembered, however, 
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~ 
Pre-War Dest Post War Dents 
(Expressed in Units of Commodities) (Expressed in Units of Commodities) y= 
be Bee Million | Units per Internal Debt to Allies To tal Units per a a. 
Units head Units Million Units Units head te 
US.A.* 2.3 8,232 3,232 | 30.7 
United Kingdom. . Oa 706 15.7 4,215 596 4,811 — 
1,333 | 33.7 8,125 805 3927 | 982 
605 17.3 614 481 1,095 
Belgium............ 183 24.4 356 134 480 60.0 | 


The Unit represents the amount of commodities which could be purchased for £1 sterling before — 


the war. 


unless interest rates are adjusted 
accordingly, the real, i.e., the com- 
modity burden of the debt increases 
with every fall in prices and decreases 
with every rise in prices. In consider- 
ing these figures you will bear in mind 
that in order to arrive at a correct 
opinion as to how far each country can 
sustain the amount of debt for which 
it is shown to be liable according to the 
Table, due allowance must be given to 
the conditions, either favourable or 


otherwise, which affect that country. 


Thus, for example, in the case of Italy, 
her debt per head may appear to be 
relatively low, but it is actually higher 
than in the case of other countries 
which have a greater National income 
than Italy per head of the popu- 
lation, Italy being relatively a poor 
country. 

I now pass on to Table C, which 
gives the total international pre-war 
trade, that is to say, the amount of the 
Exports and Imports of the principal 
countries of the world for the year 
1913. It does not include any estimate 
for invisible exports. The total figure, 
which includes a large amount of re- 
exports, is given at £7,933,500,000, and 
if this amount were adjusted so as to 
correspond with the values of today, 


the volume represented by that figure 
might perhaps be put at £15,867,000,- > 
000. 
It is perhaps unnecessary for me “or 
say that debts can only be paid from P.. 7 
one of two sources, that is to say, __ 
either out of capital (which in the case 
of a settlement between nations would : 
include the surrender of territory and © 
the transfer of accumulated wealth _ a 
such as securities or industrial under- | 
takings, or treasure or works of art) F 
or in the alternative, out of income, 
and this method must resolve itself a © 
into payment through goods and serv- 
ices; in the case of goods, which would 
include both natural products as well as 
manufactured articles, and also in the 
case of services, payment can only be > 
made out of profits. vy 
It is quite clear that before goods can | 
be exported to pay for a debt which is _ 
due, the cost of materials and labour > 
have to be met first, and it is only the 
surplus in value (if any), that is to say, — 
the profit, which is available for pay- — 
ment of debts. “a 
It is, of course, possible to bring 
about some settlement of debt by 
obtaining credit which is, in fact, a 
postponement, or by an inflation of 
currency, which is in a measure the | 


ate 
at 
J 
| 
| 
nt 
ut 
he | 
is 
0- 
),- 
Se 
nt 
he 
or 
en 
en 
in 
n. 
at 


Tue ANNALS OF THE AMERICAN ACADEMY 


— C—Wor.tp Commerce ror THE YEAR 1913 


same thing, but this latter must 

necessarily be followed by a cor- 


responding alteration of the economic 
basis of the country which has recourse 
to that method. 

So far as payment out of capital is 


latter. 


Imports Exports 
J 1913 1913 
£ £ 
Argentine rer 84,270,000 96,700,000 
Austria- EN 141,483,000 115,129,000 
Belgium . .. 183,345,000 143,073,000 
Brazil 67,170,000 64,612,000 
Bulgaria 8,524,000 6,257,000 


£4,142,268,000 £3,791,232,000 


trade, as shown in Table “C, 
to place the former side by side with the 


“A,” but also the figures representing 
the normal volume of international 


and 


I think that the figures show how 


of those debts, 


concerned, we may reasonably con- 
clude that, apart from any scheme for 
the mobilization of securities which 
may still exist inthe hands of thedebtor 
nations, or of cash balances standing to 
their credit abroad, little or nothing 
further remains to be effected under 
this head, but in order.to form some 
opinion as to whether such an increase 
in international trade can be looked for 
as will provide for the payment of 
War Debts out of income, it is useful 
to have before us not only the amount 
as shown in Table 


impossible it is to expect anything of 
the kind, and not only is this conclusion 
forced upon us by the relative figures 
in the two tables, but it is brought 
home to us with added force when we 
see how great has been the loss of 
productive power through the sacrifice 
of life in the war. Apart from the 
great number of the maimed and 
disabled, France lost in killed, 1,385,- 
000 men, Italy 460,000, and the United 
Kingdom 743,000. Taking Europe 
as a whole, excluding Russia, it is 
estimated (see table D) that 6,951,648 
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men were killed, and 15,504,919 
wounded. (I do not include the figures 
for the U.S.A., because she is not a 
debtor nation.) It only remains to 
add that those lives which were 
sacrificed were of an age when their 
powers of production were at their best, 
and that, speaking broadly, they were 
the pick of their generation. In confir- 
mation of this statement, there is the 
fact that France lost 57 per cent of 
her male population between twenty 
and thirty-one years of age. 

Another factor which has to be 
borne in mind is that it is no longer 
possible in the case of most of the 
countries of Europe to look to any 
material amount of invisible exports, 
which have, to a large extent, disap- 
peared since the war, and cannot be 
expected to return until the world has 


- again settled down to normal conditions 


of trade and financial intercourse. It 
follows, therefore, that if these debts 
are to be paid in full, even if the pay- 
ment is spread over a long period, 
either the economic basis of the whole 


APPENDIX 


TABLE D—War CasvALTIEs 


world must be changed from what it is 
today, including a further general 
alteration in price levels, quite apart 
from the alteration which has already 
taken place since the war began, or, 
as I have said, there must be a general 
reduction in the standard of living, 
affecting some countries more than 
others, with the possible consequences 
I have indicated. 

The profits of trade and other 
sources of income do not today suffice 
to provide more than is actually re- 
quired for the service of today’s 
pre-war debts, and up to the present 
no step has been taken towards pay- 
ment of any really substantial pro- 
portion of war debts or reparation 
payments. Fresh sources of income 
will, therefore, be needed to meet the 
added charges for war debts, involving 
great capital outlay which will strain 
the world’s supply of loanable capital, 
and this factor by itself alone may serve 
to bring about a fresh economic basis. 
In the alternative there must be a lower 
standard of living, and this, as I have 


Deaths Wounded 
743,702 1,693,262 
140,923 $57,785 

61,398 70,859 


946,023 2,121,906 
1,385,300 3,000,000 
$8,172 44,686 


460,000 947,000 


335,706 700,000* 
127,535 133,148 


3,299,958 6,960,491 
2,050,466 4,202,028 
1,200,000 3,620,000 
101,224 152,400 
300,000 570,000 


6,951,648 15,504,919 


*Approximate estimate—no record available. 
(No reliable figure can be given for Russia, but probably the figures exceed—Deaths, 1,700,000; 


Wounded, 5,000,000.) 
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said, may re-act to the disadvant- 
age both of the debtor and of the 
creditor. 

Moreover, it follows that the more 
rapid the payments, the greater must 
be the economic dislocation. 

I think you will agree that there is 
nothing which is more disturbing to 
mankind than such alterations in 
economic conditions as result from 
changes of price levels and of wages 
and other costs of production. The 
world has experienced this to the full 
since the war, and it is safe to say that 
the difficulties which now present 
themselves in all directions are largely 
due to causes of economic origin. 

After the Franco-Prussian War, 
changes in economic conditions were 
similarly threatening, but were largely 
offset by increased production and by 
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developments in organization which 
had an alleviating effect. 

Today, although the future is un- 
known, we cannot count upon any fac- 
tor of that kind presenting itself. 

I think that I have said enough to 
show that some adjustment, some 
modification, must take place in regard 
to the amount of the War Debts and 
Reparation payments if the world is to 
escape from an impossible situation, 
and that it is in the interest of all that 
there should be no such low standard 
of living imposed upon any one 
population as will either give to it the 
power of undue competition or will 
force it into bankruptcy. I think that 
America is more concerned than any 
other country, because she alone is in 
the position of being solely a creditor 
so far as war debts are concerned. 


By R. C. LerrinGwE.u 
New York City, formerly Assistant Secretary of the Treasury _ ~~ 


HERE is pretty general agree- 
ment that the rehabilitation of 
Europe depends upon four things: 
1. Peace and disarmament. 
2. Balanced budgets and honest money. 
3. The removal of international trade 
barriers. 


4. The settlement of international war 
debts, including reparations. 


America has made her contribution 
to the first of these at the Washington 
Conference in the program for naval 
disarmament. That was the particular 
form of disarmament that touched 
America closely and she made her 
contribution where she had a definite 
interest and a definite part to play. 
Disarmament in Europe must be 


preceded by the settlement of political 
problems in Europe, and from that 
settlement America has, rightly or 
wrongly, definitely and repeatedly 
declared her detachment. 

The countries of continental Europe 
cannot well balance their budgets 
or stop printing irredeemable paper 
money until they have established 
peace, reduced their military establish- 
ments, obtained a settlement or post- 
ponement of international war debts 
and reduced or eliminated subsidies 
and doles. 

The removal of trade barriers in 
Europe is also inextricably interwoven 
with political questions there. 
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the worst example by 
raising her own tariff wall. The Ameri- 
can farmer seems to have adopted the 
amazing view that he will get a better 
price for agricultural products if a 
tariff is enacted which will make it more 
dificult for Europe to pay for them. 
Politicians who would be intellectually 
bankrupt without the doctrine of 
protection, on which they were brought 
up, decline to open their minds to 
world changes which make trade 
barriers a burden rather than a benefit 
to us, or to the protests of supposedly 
protected industries. 


REPARATIONS 


The problem of reparations is one 

rimarily for Europe to determine. 
it he victors, the Eurepean Allies, are in 
perplexity to know how to force 
Germany to pay without destroying 
their own economic life.. They are 
determined Germany shall pay; but 
they are determined not to destroy the 
German market for their own goods. 
They are determined Germany shall 
pay; but they are determined not to 
receive payment in German goods for 
fear of destroying home industries, 
and not to receive payment in German 
labor for fear of unemployment at 
home. The truth of the matter seems 
to be that, when in the Treaty of Ver- 
sailles the Allies rejected annexations as 
a fruitful source of future wars, and 
substituted indemnities, they jumped 
out of the frying pan into the fire. It 
may be, on the whole, less troublesome 
to annex a province, with its people 
and industries as a going concern, than 
to subject an empire to economic servi- 
tude for a generation or two. Ger- 
many’s capacity to produce great 
exports is unquestioned, but her capac- 
ity to produce a great export balance 
is very dubious. I suspect that the 
severest critics of the Treaty of 
Versailles are too optimistic in their 
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and what the Allies can afford to re- See 
ceive from her; and that reparations 
must be reduced to a relatively trivial a = 
sum and some other method found to 
punish Germany. 

It is idle to suppose that the ehabil- 
itation of Europe can come by re- 
lieving Germany and drivin: France 
to desperation. There has be n enough, 
too much, of a disposition to lecture _ 
France, both here and in Great _ of 
Britain, and far too little disposition to 


help her. France is the great sufferer ora 
from the War, and her lamentable aa 
policies today may to some extent f ret 
result from the attitude towards her of = 


Great Britain and the United States— 
always admonishing her and never 
offering her a way out. 

The problem of reparations is not © 
unrelated to the problem of inter- | 
allied indebtedness. The French are 
indisposed to be more reasonable and 
generous in remitting claims, which _ 
have the sanction of an international | 
treaty, against the vanquished enemy, ; 
than they find the United States dis- 
posed to be in remitting claims against 
its victorious but suffering ally. 

The problem of inter-allied in- 
debtedness is a very difficult one, made 
more difficult by our national habit of — 
calling everything black or white and * 
insisting on a yes or no answer to | 
every question. Americans tend jo x 
divide themselves into two 
those who believe that all the debts of . 
the Allies to the United States should 
be cancelled at once out of the whole | 2 (3 
cloth, without any ifs, ands or buts, _ 
and those—the larger number today => 
if the action of Congress is any indica- __ 
tion of public opinion—who are dis- 
posed to insist upon the payment 
of principal and interest in every in- 
stance and without the remission of a 


dollar. 
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The suggestion of cancellation out- 
- was made by former Attorney 
General Wickersham here, and in 
_ Europe by Mr. Keynes in his world- 
famous book, two years ago. Argu- 
ments in support of it in this country 
have been presented by Professor 
Moulton and Mr. Bass in their book 
ntitled, America and the Balance 
Sheet of Europe; by Professor Seligman 
in a paper entitled, “The State of our 
National Finances,” in the American 
Economic Review for March, 1922; by 
Mr. Justice Clark in an address before 
the Cleveland Chamber of Commerce, 
February 9, 1922; and by many others. 
The whole subject is discussed ex- 
haustively in Mr. Friedman’s book on 
“International Finance and Its Reor- 
ganization.”” Mr. Vanderlip has made a 
suggestion that Europe’s debts to us 
should be applied to constructive and 
reconstructive work in Europe—a sug- 
gestion which seems to be as much be- 
side the mark as the suggestion of the 
politicans in Washington who would 
have Europe’s debts to us applied to 
the payment of a soldiers’ bonus. 
The money has been spent and blown 
up. The question is whether the debts 
can and should be collected. If they 
ever are collected no doubt many 
proposals, benign and selfish, will be 
made as to the use of the money, 
notwithstanding the fact that it is 
devoted by the terms of the Liberty 
Loan Acts to the retirement of Liberty 
Bonds. 

Congress, by the Act approved 
February 9, 1922, took away from the 
Secretary of the Treasury the power 
granted by the Liberty Bond Acts to 
refund the demand obligations held 
by the Treasury, conferred it upon a 
commission of five members, including, 
to be sure, the Secretary of the Treas- 
ury as chairman, and forbade the 
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‘ancellation of any debts whatever. 
The commission so created is admirably 
constituted, but its hands are tied. 

And there is a good deal to be said 
against cancellation as such. The 
solemn obligation of one sovereign state 
to another ought not lightly to be dis- 
regarded on either side. It is said to 
have been the British practice to 
finance European wars and ultimately 
to forgive the debts so created. Sucha 
policy would seem to be a fruitful 
source of war. If the more bellig- 
erent and irresponsible of the con- 
tinental nations are allowed to fall 
into the habit of having a war when 
they will without paying for it, it 
is not difficult to understand that wars 
will be frequent. But do the con- 
gressmen and senators, who solemnly 
pass laws and make speeches declaring 
that the Allies’ debts to America shall 
be paid, known how they propose to 
make those laws and declarations 
effective? Certainly not. On the con- 
trary most of them know very well 
that a considerable part of the ten 
billion dollars never will be paid, 
principal or interest. 

Might it not be a better plan, then, 
to authorize the Debt Commission 
to investigate the situation, to hold 
conversations with the debtor nations 
with a view to ascertaining their 
present and probable future financial 
situation and their present and probable 
future ability to pay; to study the 
effect upon American agriculture, 
commerce and industry of this indebt- 
edness and the effort to collect it, and 
to report to Congress. It seems so un- 
utterably stupid to close one’s eyes and 
sars to the facts and refuse to permit 
even discussion by our official repre- 
sentatives of the problems which every- 
one knows exist and must sooner or later 
be disposed of. It is childish to con- 
tinue to assert that all the debts must 
be paid when everyone knows that 
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some of them can’t and won’t be. Why 
not get down to earth and talk it over? 
Why not find out what part of the 
debts can be paid and what can’t? 
Why not study what advantages, eco- 
nomic or otherwise, might be obtained 
for America as part of a general com- 
position of debts? 

The maintenance of these debts, 
notwithstanding interest has not been 
paid upon them, constitutes a grave 
handicap to the economic recovery of 
the debtor nations. If the cancellation 
of bad debts, the scaling down of 
dubious debts and the forgiving even 
of some good debts could be used to 
produce advantages greater than any 
we can hope to receive by persisting in 
our present stubborn attitude, by all 
means let us find it out. 

An analysis of these debts probably 
ought to be made from three principal 
points of view: 

1. How the debts came to be created. - 

2. The ability of the debtor to pay. 

8. The effect upon the creditor of re- 
ceiving payment. 


CREATION OF THE DEBTS 


The debts were justly created. That 
the money which America provided 
should take the form of a loan was 
proper and right. Had America given 
the money away, instead of loaning it, 
she would have abandoned a system 
wisely initiated by Great Britain and 
France themselves and pursued by them 
throughout the War—a system ab- 
solutely essential to any reasonable and 
practical division of war burdens. 
This has been elaborated and fully 
explained from the English point of 
view by Mr. R. Trouton in the Ec- 
onomic Journal (the quarterly Journal 
of the Royal Economic Society) for 
March, 1921. Mr. Trouton strongly 
defends, with reasons ample and con- 
vincing, the system by which the debts 
were created, although his conclusion, 


age 


equally supported by strong and per- 
suasive arguments, is that the debts 
should now be cancelled. 

Much of the ten billion dollars was 
loaned after the declaration of war by 
America, when England and France, 
Italy and Belgium were holding the 
line in Europe, waiting for us to take 
our part. During the early months of 
the War the Allies were borrowing 
from us $500,000,000 a month and 
asking for more. After the first six 
months, however, the Allies were no 
longer able to spend dollars in the 
United States to the extent of five 
hundred million a month or anything 
like it, because our own military effort 
was absorbing our industrial life. 
There is an element of the grotesque 
in the fact that the fewer men a country 
had on the firing line the more claims 
it was able to establish against its 
allies; yet that is what happened under 
the system of accounting adopted, and 
properly adopted, by the Allies during 
the War. 

Some of the debts were incurred for 
the support of sterling and franc ex- 
change and, to a minor extent, for the 
support of lira exchange. When Great 
Britain bought sterling in the United 
States from the proceeds of loans from 
the American government she of 
course became the owner of the ster- 
ling and was to that extent relieved of 
the necessity of floating domestic loans 
in England to meet her requirements 
there. On the other hand, the sterling 
purchased may have come on the 
market in response to British or inter- 
allied purchases for war purposes 
somewhere in the world’s markets. 

An impression has been created that 
the United States required Great 
Britain in some sense to guarantee or 
make herself responsible for loans to 
others of the Allies after the United 
States entered into the War. That 
impression is wholly erroneous, Great 
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ec Britain had, before the United States 
entered into the War, established the 
rule that each Ally should be responsi- 
ble for the financing of inter-allied 
purchases within its own borders. 
The same rule was extended to the 
United States when it entered into the 
War. Under that simple and sound 
rule the United States financed the 
requirements of the Allies within its 
borders; Great Britain financed the 
requirements of the Allies within the 
British Isles and, to a great extent, 
_ within the British Empire (but not in 
- India, where the United States financed 
all the Allies by shipments of silver 
- for a considerable period); and as to 
expenditures in the neutral world, 
Great Britain and the United States 
shared the burden of finance in ac- 
cordance with a formula agreed upon 
between them. 
_ The theory of the rule is simple. 
The people of each belligerent country 
could and should respond, in taxes and 
subscriptions for domestic loans, to 
the financial demands of its govern- 
ment. The American government 
could raise all the dollars the Allies 
needed, the British government all the 
sterling, the French government all the 
_ francs and the Italian government all 
the lire. On the other hand, because 
_ of embargoes on exports of gold and 
control of foreign exchange, no govern- 
- ment could provide finance outside its 
borders, except at the expense of 
grave depreciation of its currency in 
foreign exchange. It was a matter of 
course that, under the sound rule thus 
established by Great Britain before the 
United States entered the War and 
continued without question thereafter, 
Great Britain should continue to be a 
lender as well as a borrower on inter- 
national account. 
After the United States entered 
the War, in one case only, did Great 
Britain make advances for purchases by 
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any of the Allies in the United States— 
that of Russia—and in that case only 
to the extent of contracts enteyed into 
by Russia and guaranteed by Great 
Britain before the United States 
entered the War. The amount is not 
important. 

Some of the loans made by the 
United States were made after the 
Armistice. Following is an analysis 
of the advances made by the United 
States Treasury, prepared with a 
view to showing the extent of the 
loans made by the Treasury to the 
Allies after the War was over (actually 
though not technically) on the basis of 
Treasury Daily Statements. 


Proportion oF Dests INCURRED AFTER THE 
ARMISTICE 
To and including November 
11, 1918, Armistice Day. $7,076,714,750.00 
Thereafter, to and including 
June 28, 1919, when the 
Treaty of Versailles was 
$2,025,570,265 . 56 


Total to signing of peace... $9,102,285,015.56 
Thereafter to January 10, 

1920, the effective date of 


Total to January 10,1920 $9,453,005,929 .65 


My impression is that advances 
subsequent to January 10, 1920, have 
been about balanced by repayments 
and represent little, if any, actual cash 
outgo, but rather a readjustment of 
accounts between the United States 
andthe several borrowing governments. 
The amount of obligations of foreign 
governments representing Treasury ad- 
vances less repayments of principal, 
according to the Pablic Debt State- 
ment of January 31, 1922, was $9,- 
434,346,829 .24. These figures do not 
include foreign obligations received on 
account of sales of surplus war supplies 
and European relief. 

What I have said makes no pretense 
to be an exhaustive analysis of how the 
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debts were created. It is intended to 
serve only as an illustration of the fact 
that they were created in divers ways 
and for divers purposes, all to be sure 
for the prosecution of the War and for 
the national security and defense. The 
diversity, however, is of considerable 
importance from the point of view of 
discussion as to cancellation. Some 
of us may feel under a moral obligation 
to cancel loans made to provide muni- 
tions for armies in the field, before 
America was able to make her own 
military effort; and yet feel under no 
similar obligation in respect to loans, 
equally necessary and proper, made 
after Armistice Day for the purchase of 
foodstuffs or surplus war supplies which 
were resold by the borrowing govern- 
ment. For shot and shell and other 
equipment, necessary for the military 
forces in war time, blown up, destroyed 
and wasted, the borrowing government 
has nothing to show except the graves 
of the killed and the shattered bodies 
of the wounded and the glorious 
memory of sacrifice and victory. Other 
loans were merely a necessary part of 
the mechanics of war finance, and the 
borrowing government has already 
realized in whole or in part by the 
resale of the property purchased from 
the proceeds of them. 


ABILITY OF THE Desfor TO Pay 


When we come to consider the 
ability of the debtor to pay, equal 
diversity appears. Great Britain can 
pay no doubt in the sense that she can 
meet the interest charges and ultimately 
sell her own or private securities in our 
markets to an amount sufficient to lift 
the principal of the debt; yet it may be 
questioned whether Great Britain can 
pay in full without such disruption of 
her internal and international economy 
as would be gravely injurious to her 
and to us. 

France is quite right in her position 
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that her ability to pay largely depends 
upon her ability to collect from Ger- 
many. Unless France can make col- 
lections from Germany, which everyone 
is now engaged in telling her she can 
not and should not make, it is difficult 
to see how France can make any im- 
portant payments to the Allies. 

Italy’s ability to pay stands in much 
the same position as that of France, 
except that Italy has less to hope for 
in the way of collections from her 
enemies. 

As to Belgium, we are under a moral 
obligation to release her and accept 
Germany’s obligation in lieu of hers, so 
far as concerns pre-Armistice advances. 
Sooner or later we are certain to 
recognize that moral obligation, which 
rests not merely upon the tentative 
arrangement entered into at the Peace 
Conference, but upon the impregnable 
foundation of little Belgium’s great 
service and sacrifices for allofus. Bel- 
gium is a highly civilized, densely 
populated country and there is no 
reason to suppose that she can make 
important payments on account of her 
international war debts, incurred be- 
fore the Armistice, independent of her 
collections from Germany. 

The indebtedness of other govern- 
ments than those which I have now 
mentioned is perhaps, roughly, half a 
billion dollars. Some of it is collectible. 


Errect oF PayMent UPON THE 
CREDITOR 


In considering the ability of the 
debtor to pay, and the effect upon the 
creditor receiving payment, it is neces- 
sary to recall the fact that international 
payments can be made only in goods, 
services, gold or evidences of indebted- 
ness (including paper money), and 
that it is only to the extent that it 
is able to create an export balance, 
i. e. export more of these than it im- 
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effect payments of principal or interest 
upon its indebtedness to the United 
States. 

The public international war debts 
do not represent wealth created, but 
wealth destroyed. In this respect they 
differ from private international debts 
created in the ordinary course of 
business. Before the War Great Brit- 
ain, not as a nation but as a commu- 
nity, had become the creditor of the 
whole world by the slow process of 
private accumulation and investment 
abroad intelligently made for produc- 
tive purposes. Great Britain thus 
enriched herself and enriched her 
debtors in the process. Debts were 
gradually created in the ordinary 
course of trade and business, and the 
economic life of both debtor and 
creditor had ample opportunity to ad- 
just to them. Coincidentally, the 
newer regions of the earth built up 
export balances, favorable tothemselves 
and adverse to Great Britain, largely 
for foodstuffs and raw materials, which 
trade balances Great Britain was able 
to meet by adding, to her exports of 
finished products, exports of services 
(marine, banking, insurance, etc.) and 
by collecting interest on her capital 
invested abroad. But the _ public 
international war debts were created 
by the War abruptly and at the same 
time America’s trade balance against 
Europe was enormously increased by 
the same war. 

The collection of the debts due from 
the Allies to the United States will 
tend to stimulate imports into the 
United States and discourage exports 
from the United States, thus reducing 
America’s so-called favorable balance 
of trade, or even eliminating it and 
substituting an “adverse”’ balance. 
No doubt America and the world can 
adjust themselves to this process if 
they must. But the process means that 
America, underpopulated, with vast 
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territories unexploited and undevel- 
oped, shall produce less than it con- 
sumes, and that Europe, overpopu- 
lated, and having already pretty nearly 
reached the maximum of her productiv- 
ity, must produce more than she 
consumes. It would seem that the 
only way in which the world could 
ultimately adjust itself to so abnormal 
an arrangement would be by convert- 
ing the farm into a city and the city into 
a farm—that the problem will find its 
solution by a shift of population to 
both Americas, to the British Colonies, 
and to other more sparsely settled 
regions of the earth. Very obviously 
such a solution of the problem must 
be accompanied by protracted distress 
throughout the world including the 
United States. 

The collection of the public inter- 
national debts of the Allies to the 
United States, principal or interest, 
would serve, then, to subsidize imports 
and penalize exports from the United 
States, to reduce prices and wages here 
and to exaggerate the existing de- 
pression and unemployment. 

CONCLUSION 

These are some of the considerations 
which ought to be taken into account 
by a commission created by Congress 
with adequate power to consider the 
problem of inter-allied indebtedness— 
not with its hands tied and its eyes 
blindfolded. Such a commission would 
doubtless take into account, also, the 
question whether, if disposed on ac- 
count of any of the considerations 
previously discussed, to consider mak- 
ing some concessions in respect of the 
indebtedness of the allied governments 
to the United States, it might not be 
able, in return for such concessions, to 
obtain definite advantages by im- 
posing reasonable conditions. What 
is really needed is a general settlement 


involving peace and disarmament, 
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balanced budgets and honest money, 
the removal of trade barriers and the 
settlement of international debts. If 


America could use her claims against 
Europe to promote so happy a solution 
of Europe’s problems she would render 
herself at the same time the greatest of 
She would bring to an end 


all services. 


Countries of 


N Table I on page 116, an attempt 

has been made to compare the pub- 
lic debt and debt charges of the leading 
fifty countries of the world, comprising 
83 per cent of the world’s total popula- 
tion. It will be found that nations 
other than participants have barely 
doubled their debt since 1914; in the 
war-ridden countries there has been an 
eight-fold increase. Inflation has been 
one of the primary factors in the 
growth of public debts; it has lessened 
the intrinsic purchasing power of the 
monetary unit. Continual inflation 
tends to lighten the burden of the debt, 
while deflation operates in the reverse 
manner. The former stimulates busi- 
ness, causes a restriction in consump- 
tion and reduces the output of luxuries, 
thus setting commodities free for the 
use of the state; the latter factor, on 
the other hand, enriches the speculator 
at the expense of the citizens of the 
state involved. As deflation succeeds 
inflation, the burden of the debt be- 
comes pari passu heavier and heavier. 
This is the problem confronting 
future. 

Before the War, France had the 
largest per capita debt of all countries 
in the list, with the exception of 
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thes 


the period of world-wide calamity 
which began nearly eight years ago 
and has continued through years of 
disastrous war and years of equally 
disastrous peace. She would reopen 
her own mills and factories, return the 
unemployed to their jobs, and restore 
her farmers to prosperity. 


| 


the World 


Honduras! and New Zealand.” Today, 
Austria stands first, followed closely by 
Hungary, Germany, France, Belgium 
and the United Kingdom. Territorial 
re-arrangements resulting from the 
peace treaties account for the material 
enhancement in the per capita debt 
of the first two countries in par- 
ticular. 

An interesting observation to be 
recorded is that debt charges do not 
always keep pace with the growth in 
nominal amount of debt. A _ great 
deal depends upon the methods pur- 
sued in financing the government’s 
requirements. Paper money directly 
issued by the state, as in Italy and 
Russia, involves no interest charges; 
while currency issued indirectly by the 
state through the medium of banks of 
issue who discount treasury bills, as in 
the case of Germany, Austria, etc., or 
through banks that make a direct loan 
to the government, as in the case of 
France, constitutes a debt the interest __ ' 
requirements of which are ps a 
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low As credit stringency 
develops during the course of an 
emergency, it becomes less and less 


_ attractive to incur a funded debt, be- 


. cause interest rates begin to mount and 
burden grows proportionately. 


In using the data presented in Table 
I, there are two facts to be borne in 
mind. First, foreign currencies have 
been converted into United States 
money at pre-war parity for countries 
nominally or actually on a gold basis; 
where current figures were stated in 
terms of a highly depreciated currency, 
as in Poland, Austria, etc., approximate 
exchange equivalents were employed. 
To convert all foreign debts at exchange 
values would be inadvisable in view of 
the serious disparity between internal 
purchasing power and external values 
of various national currencies. Second, 
the figures given in the Table take into 
consideration neither loans of one 
government to another nor offsetting 
assets. Loans and advances of the 
United States to her allies totalled 
$10,094 millions (net) on November 30, 
1921;* of Great Britain, £2,017 millions, 
on March 31, 1922;° of France, 14,- 
082 million francs on June 30, 1921;° 
and of Germany, 12,031 million marks 
as of March 31, 1920.’ In addition, 
there are treasury assets, such as 
sinking funds, government-owned rail- 
roads, posts, telegraphs, waterfalls, 
shipping, state industries, etc., which 
counterbalance in part the total gross 
indebtedness. 

* Furthermore, a large portion of actual in- 
terest payments made to banks flows back into 
the government coffers in the shape of taxes and 
state participation in profits. 

* Statement of the Public Debt of the United 
States, November 30, 1921. 

5 Including loans for relief, reconstruction loan 
to Belgium and miscellaneous items, according 
to Budget speech. 

* Bulletin de Statistique et de Legislation Com- 
paree, August, 1921, p. 379 

7 Brussels Financial Conference, Section on 
Public Finance. pet 
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A debt, simply stated, . a relative 
term, and unless it is related to re- 
sources or assets, its numerical pres- 
entation carries little significance. 
The principal difficulty in this connec- 
tion is, however, to be found in securing 
recent data bearing on national wealth 
and income. The only estimates avail- 
able for all countries, with the exception 
of the United States and Japan, 
appertain to pre-war conditions only, 
In Table II, an attempt is made to 
furnish a comparison between debt 
and pre-war wealth, and debt charges 
and pre-war income, both before the 
War and at the most recent date. This 
compilation possesses, however, two 
serious shortcomings: first, inflation is 
allowed to remain in the debt and 
interest factors, while pre-war wealth 
is stated in terms of gold currency; 
second, the changes in national wealth 
since 1914 are not taken into considera- 
tion. Partly to overcome these ob- 
jections, Table III is presented, which 
aims to eliminate the factor of inflation 
in countries where index numbers are 
available. By dividing up into periods 
the years since the outbreak of the 
War and evaluating the increases in 
the absolute amount of national in- 
debtedness by means of price index 
numbers, current national debts have 
been adjusted to the 1913 gold basis. 
These figures are directly comparable 
with the estimates of pre-war national 
wealth, with allowances for loss of 
resources under the Peace Treaty. 

With the element of inflation thus 
removed, it is found that Germany’s 
debt constitutes 42 per cent of the 
pre-war national wealth of the territory 
she now occupies; in the case of Italy, 
41.4 per cent; in France, 38.3 per cent; 
in United Kingdom, 34.3 per cent; in 
United States, only 7.7 per cent; in 
Denmark, 7.8 per cent, and in Switzer- 
land, 5.6 per cent. 


The fact should not be overlooked 
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TABLE I1—Desr anv Dest Caarces as Revatep To Pre-War Nationa WEALTH AND INcoME 


Dest as PercentaGe | Dest CHARGES As 
Pre-War | Pre-War or Pre-War PERCENTAGE OF PRE- 
National | NaTIONAL| Nationa Weatta |War Natronan Income 
CountTRY WEALTH INCOME 
(Million | (Million 
Dollars) Dollars) Before At most Before At most 
the War |recent date| the war {recent date 
A. Entente Powers 
United States............ 204,400 35,300 0.5 11.5 0.1 2.8 
United Kingdom......... 70,500 11,000 4.9 54.1 1.1 
11,100 1,500 4.9 27.4 0.9 9.5 
58,500 7,300 11.3 90.2 $3.5 34.1 
oss 21,800 3,900 13.9 97.6 2.6 20.7 
ASS 11,700 1,600 10.8 10.4 3.4 ‘na 
60,000 6,500 8.5 42.3* 3.4 11.8* 
Belgium 5,800 475 12.5 113.1 5.3 49.5 
12,000 950 6.3 10.5 3.9 4.7 
Total—Entente Powers.| 463,200 69,825 4.9 37.8 1.2 10.4 
B. Central Powers 
80,500 10,500 1.5 98.2 0.4 3.56 
Austria-Hungary ......... 30,100 4,000 14.1 88.4 3.9 
SRR 4,000 500 16.7 51.2 9.0 17.6 
Bulgaria 4,000 500 4.3 $1.3 1.6 16.0 
Total—Central Powers. .| 118,600 15,500 5.2 91.8 1.6 26.0 
Total—Belligerents. . .. . 581,800 85,325 5.0 48.8 1.3 13.3 
C. Neutrals 
Re 11,700 950 4.4 6.9 3.7 5.6 
2,400 200 4.0 138.3 1.5 6.5 
Netherlands............. 5,100 400 9.2 24.3 3.8 18.8 
1,100 100 8.7 28.5 5.0 13.0 
EAE 14,300 1,100 13.2 19.8 7.2 10.0 
4,600 875 3.6 8.5 2.4 5.1 
Switeerland............. 3,900 300 0.7 20.9 0.7 7.3 
Total—Neutrals....... 43,100 3,425 7.6 15.6 4.3 8. 
Granp TorTaL....... 624,900 5.2 
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that not all of the indebtedness in- 
curred during the War represented a 
corresponding destruction or loss of 
national wealth. It is true that the 
emergency transformed the vast num- 
bers called to the colors into an army of 
non-producers in the widest economic 
sense and with a broad sweep wiped out 
the surplus of production over con- 
sumption which normally resulted from 
their labors. There were, however, 
elements to be considered, which in 
part counterbalanced the loss in normal 
production, Enhanced productivity 
in non-war lines of industrial activity, 
stimulated by patriotic motives, in- 
creased output by virtue of employment 
of women, minors and unemployables 
to a larger extent than is true of normal 
periods; suppression of luxury manu- 
facturing and enlargement of capacity 


of necessary industries, including agri- 
culture, all contributed appreciably to 
the offsetting process. Insofar as a 
part of the equipment was scrapped 
after the War, there was an economic 
loss. But the greatest destruction was, 
of course, the failure to accumulate an 
annual surplus which has formed the 
backbone of the world’s economic 
progress during the past century. 
This was further accentuated by losses 
due to deaths and incapacitation. The 
consumption of war materials and the 
destruction of property made heavy 
inroads on national wealth, but it is 
essentially the former which found its 
way into the public accounts during 
the War, although during the recon- 
struction period restoration of prop- 
erty began to assume an important 
position. 


TABLE IlIl—Re tation or Dest to WEALTH ON A Pre-War Basis 


os CounTRY (Million CaPITA 1913 CaPITA Pre-War 
oem Dollars) (Dollars) Basis (Dollars) NATIONAL 
| Dollars) (Per cent) (Per cent) 

United States............ 204,400 1934 15,746 149 7.9 0.5 

United 1488 24,153 510 34.3 4.9 

1328 2,080 249 18.7 1.8 

7,400 1364 1,378 254 18.6 4.9 

y 1574 23,731 602 38.3 11.2 

Wa Gos 593 9,033 246 41.4 13.9 

441 13,208 97 22.0 8.5 

. 209 1,249 22 10.7 10.8 

- 1241 28,716 521 42.0 1.5 

2,400 734 186 57 7.8 4.0 

5,100 736 783 113 15.3 9.2 

eee ee 1,100 416 183 69 16.6 8.7 

J 787 259 44 5.6 3.6 
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HERE is, perhaps inevitably, a 


pre-millennialtone about most con- 
temporary writings on the immediate 
future of Europe; all the misfortunes 
of the age are to be ended by the 
second coming of America. It is not 
my business to compete in prophetic 
prediction with veteran soothsayers, 
but whatever happens at Genoa and 
whatever is done in the State De- 
partment, I see no reason to anticipate 
any such active collaboration of Amer- 
ica in European affairs as was ex- 
pected early in 1919, and seems still to 
be expected by some persons on both 
sides of the Atlantic. Whatever we 
may think of the ideal of a world per- 
meated by the general will and express- 
ing this will through the machinery of 
the League of Nations, or something 
similar, it is only an ideal, and unlikely 
to be realized in this generation. 
Even if America should come back into 
Europe, should enter the League, 
America will not and cannot be “in 
Europe as she was in the few months 
immediately after the Armistice. 

The reason, obviously, is that such 
participation implies both an America 
and a Europe which do not exist. The 
general will postulated by Mr. Wilson’s 
concept of the League does not exist 
and is not likely to exist in the im- 
mediate future. The probability of 
more active American participation 
in European economic and _ political 
problems, and the effect of such 


American participation, are topics on 
which I do not care to speculate; but 
it seems quite clear that there is to be 
no general infection of Europe with 
the American 


whatever that 


Character of American Influence on Eastern howe a 
in the Near Future 


By Etmer Davis 
Member of the Editorial Staff, New York Times, New York 


121 


may be, such as some optimists ex- er 
pected in the latter part of 1918. 
This prospect is not altogether dis- __ 
heartening, certainly not to Europe. _ 
Not only in the beaten countries, not => 
only in great powers which feared 
American participation in European © 
politics as weakening to their own © 
influence, has there been an unfortu- | 
nate tendency to misuse historical 
analogy. Even in thesmallercountries 
political students have sometimes been 
inclined to regard Wilson at Paris as 
the modern Flamininus, restoring an 
illusory liberty to a disorganized Old 
World, who in due course would be 
followed by an American Mummius — 
Achaicus. The absurdity of this 
hardly needs demonstration in Amer- 
ica, but it is sometimes forgotten 
that it is absurd chiefly because of the 
character of the American people. 
The opportunity to dominate Europe _ 
lay before Wilson almost as the 
portunity to absorb Greece lay before ms 
Flamininus, allowing for the enormous © 
economic power which America pos- 
sessed at the Armistice. That it was 
not used was not wholly a matter of 
American domestic dissensions, or of 
the character of the leader; it was due _ 
quite as much to the insular interests _ 
of the American people—and also, in — 
some degree, to the inexperience of __ 
American leaders in the use of their 
economic weapons. It can hardly be © 
doubted that if England had possessed | 
the economic power which America 
possessed at the end of the War, the 
reconstruction of Europe would have 
taken place only on such terms as were | 
acceptable to England. America had a 
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neither the popular will to imperialism, 
beneficent or otherwise, nor the capac- 
ity to carry such a will had popular 
consent been conceivable. 


Our DIsINTERESTED PuBLIC OPINION 


These are no doubt truisms, but 
their significance for the future inter- 
national relations of America does not 
always seem to be appreciated. Any 
active, prolonged and effective in- 
fluence of America on European politics 
or rather on the complicated political- 
economic international relations of 
today, postulates an American public 
opinion informed on, and interested in, 
world affairs. Such an opinion does 
not exist outside of very limited cir- 
cles. No doubt it is growing, but very 
slowly. Even when it flashes up un- 
expectedly under the pressure of im- 
mediate economic need, as in the 
resolution of last winter’s Agricultural 
Conference in favor of participation in 
the Genoa meeting, it is apt to be 
poorly informed and misdirected. For 
nearly a quarter of a century America 
has had territorial interests in the Far 
East; wars in the Philippines, in China 
and Manchuria, have attracted Amer- 
ican interest; our diplomacy has in 
that field, as in hardly any other, had 
a continuing and consistent policy. 
Since 1898, in other words, we have 
had materials for the formation of a 
public opinion on Asiatic problems such 
as we have had for European questions 
only since 1918. Yet the Washington 
Conference, and the discussion of the 
treaties which followed it, showed that 
even on Asiatic affairs our public 
opinion was comparatively feeble and 
uneducated. To expect any general 
intelligent interest in European affairs 
for many years to come is rather 
visionary. 

It may be argued that public 
opinion is not essential; that the people 
will follow if the leaders lead. That 


Tue ANNALS OF THE AMERICAN ACADEMY 


| 
depends, to some degree, on the leaders, 
The President who had labored suc- 
cessfully for more than two years to 
keep us out of war suddenly ex- 
perienced a sort of religious conver- 
sion in the last days of January, 1917, 
and exerted himself as vigorously, and 
as successfully, to get us into war. 
To suppose that the incident can be 
duplicated is to presuppose the re- 
currence of its underlying causes, 
both historical and temperamental. 
The present administration does not 
seem to contain any personality very 
closely akin to that of Mr. Wilson, nor 
is any such illuminating experience as 
his to be expected. The road to 
Damascus is thorny with campaign 
promises and beset by foot pads of con- 
siderable vigor and determination. 
Efforts to reach Damascus by by- 
paths over the hills have not hitherto 
been successful. And even if the 
administration should cease kicking 
against the pricks, it would find itself 
hampered by an unprepared public 
opinion. Wilson in 1919 was beaten 
to a considerable extent by the Wilson 
of 1915 and 1916; the mind of the 
masses is not able to make a complete 
about-face as promptly as that of its 
leaders. 

It cannot be said that the tentative 
efforts of the present administration 
have had overwhelming success on 
either side of the Atlantic, but in any 
case they are not directed toward that 
active functioning of America as a 
member, with the European nations, 
of a world community, which was 
implied by Mr. Wilson’s idea of the 
League. American influence, had that 
idea been realized, would have been 
powerful in Europe, not by any 
domineering pressure, but by a sort of 
boring from within. The change in 
the actual character of the League, a 
change necessitated by the fact that 
neither in America nor in Europe was 


ig 
Peay 


the popular temper such as the original 
League ideal presupposed, has ended 
any such prospect. The participation 
of the present administration in Euro- 
pean affairs has so far taken the 
character rather of bludgeoning from 
without. From neither viewpoint does 
there seem to be much prospect of any 
great American influence on Europe, 
and certainly not of any influence 
which could be thought of as specifi- 
cally and distinctly American. Such 
effect as American pressure may have 
on general European problems in the 
next few years seems likely to be due 
almost wholly to the fact that America 
is the one nation with money, rather 
than that America is a nation born of 
many races, which was the first to 
work out with fair success the ideal of 
federation which is Europe’s best, 
even if remote, hope. 


Economic ADVANTAGE OF 
DISINTERESTEDNESS 


These general considerations apply 
still more strongly to those portions of 
central and eastern Europe occupied 
by the Succession States. American 
influence was powerful in the liber- 
ation or aggrandizement of these 
peoples; their revolutionary leaders, 
or many of them, lived and worked in 
America in the latter part of the War; 
American benevolence and American 
organizing ability did much for nearly 
all of them after the Armistice. What 
can America do for them now? So 
far as my observation goes, most of 
them have ceased to think of America 
as anything except the nation with 
money. Certainly this sentiment ap- 
plies to America of the present and the 
future, whatever pleasant sentimental 
recollections are, or more often are not, 
entertained of the beneficent America 
of 1918 and 1919. Nodoubt American 


prestige is on the whole stronger in 
today than anywhere 
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else, but this may be due largely to the Ay 
lengthened stay in that country ag 
various American social service or- 
ganizations whose work happens to be 
congenial to the Czech temperament. 
Elsewhere, America seems to be re- _ 
garded chiefly as the great source of _ 
capital which can develop dormant — 
resources or furnish lubricants for the 
economic machinery. 
The opportunities lying open to — 
American capital in eastern Europe © 
need no description, but it is worth 
remembering that everywhere Amer-— 
ican capital is preferred to any other is J 
capital precisely because, for the time __ 
at any rate, America is not “in” — 
Europe. British and French capital 
is usually available, though in less — ; 


quantity, for national loans or produc- 
tive enterprises in eastern Europe, and 
no doubt there are cases in which no 
political string is attached to loans or Oe 
investments. But there have been so 
many cases in which economic aid was 7 
offered only on condition of political 
concessions that all the Succession 7 
States are nervous and _ suspicious. 
Rightly or wrongly, Jugoslavia, for 
example, ascribes the hostility of the _ 
major powers on the Albanian bound- 
ary issue to British and French 
economic understandings with Albania _ 
and Italy, as the Laodicean attitude _ 
of the Council of Ambassadors on the 
Hapsburg issue was ascribed 
British and French investments in © 
Hungary almost as much as to aristo- | 
cratic or political influences. Through-— 
out Jugoslavia there seems to bea per- 
vading fear of selling away the national © 
birthright, which sometimes expresses 
itself in declarations that the country 
would do better to dispense with — 
foreign capital altogether, even if the 
price be unduly slow economic develop- | 
ment, rather than give England and 
France control of vital elements in the | 
national economy, or yield to demands 
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is deadly fear. 


compromising cherished political ideals. 

The same feeling appears a thou- 
sand miles further east in the latest 
dispatches (April 14) on the Anglo- 
American agreements about Persian 
oil fields. Persia wants American 
capital because America is on the 
other side of the world and likely to 
stay there. Of the British interests 
with which the Standard Oil Company 
found it advisable to collaborate there 
Expressions of this 
same feeling toward British and French 
investments or loans can be found al- 
most anywhere among the small states 
of eastern Europe, and not least in 


those already most closely bound to 


England and France. 

The dependence of the Little En- 
tente on France is generally much 
overemphasized. Within certain lim- 


its it is real enough, for it springs 


from a common interest in the pres- 
ervation of the treaties, but it will not 
be carried into action any farther than 
that common interest requires. The 
only serious criticism of Dr. Benesh’s 


_ foreign policy from Czech sources is 


based on a fear that he is too accom- 
modating to France, and this in the 


- country which owes France more than 


does any other except Poland. There 
is lively realization in all these countries 
that the danger of being expected to 
pull French chestnuts out of the fire 
has not passed, and every succession 
state has chestnuts enough of its own. 


And given the firm belief, supported 


by a good deal of evidence, that every 
pound is working for the British Em- 


_ pire and every franc for the strength- 


ening of French political hegemony, 


it is no wonder that eastern Europe 


turns to the disinterested dollar. 
Obviously, this advantage would 

not be ours if we were taking the active 

part in European politics which the 


original League idea implied. But 


such participation in European affairs 


is now out of the question, even if 
America should take its place in the 
League. It is out of the question, 
because the League has not become 
the powerful instrument, the one 
agency of real international action, the 
one forum in which international dis- 
putes are fought out, which Mr. Wilson 
expected. Most unprejudiced 
servers will agree that the League’s 
usefulness is already considerable, and 
is likely to be much larger. But it will 
be a long time before even a League 
including America would be able to 
impose effective restraint on the rival 
intrigues of the great powers. Even 
in the League, America would probably 
have only a somewhat tenuous con- 
nection with mest European diplomatic 
questions, and to that extent our 
present economic advantage would 
probably be retained. 


Our Timip AMERICAN CAPITAL 


Nevertheless, it is a fact that this 
advantage, in eastern Europe, arises 
almost wholly from distance and dis- 
interestedness. Notoriously, verylittle 
advantage is being taken of it; the 
dollar is probably the most timid 
creature on this planet. It is afraid of 
new wars, something that no European 
states want at present, and which 
most of them would like to avoid for 
all time. It is afraid, much more 
justly, of governmental incompetence, 
not unreasonably to be expected in 
new or greatly expanded states. To 
what extent must America get back 
into Europe to correct these con- 
ditions? 

I am not a financier or economist, 
still less a clairvoyant; but it seems 
that to a considerable extent they are 
correcting themselves. What Europe 
may do of its own accord to reduce 
armaments and balance budgets is yet 
to be seen, but Europe seems to be 
much more deeply persuaded of the 
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necessity than a few months ago. It 
happened that I crossed the trail of 
Mr. Frank Vanderlip two or three 
times during his trip through eastern 
Europe last fall. He had not yet 


unfolded any of his schemes for a new © 


heaven and a new earth, but was col- 
lecting information. In each capita! 
he called in the finance minister and 
the leading bankers and asked a 
number of direct and searching ques- 
tions. And after finding out all he 
could, it was his custom to deliver a 
brief sermon full of the most unim- 
peachable economic truths. “You 
must increase production; you must 
export more; you must cut down over- 
loaded payrolls; you must increase 
taxes; you must make both ends 


And inevitably, the day after Mr. 
Vanderlip had left town, the papers 
were full, not of accounts of the 
government’s program of reforms, but 
of rumors that the visit of the great 
American financier would probably be 
followed, before long, by an American 
loan. 

All that seems to have changed, or 
to be changing. There is general 
realization now that American loaas 
will come only when conditions prom- 
ise safety. The placing of the recent 
Czechoslovak bond issue shows the 
way. Loans will come if the lenders 
think the borrower is managing his 
affairs properly, and not before—at 
least, loans which have no political 
conditions. It may be observed that 
recent British loans to Eastern Europe 
have apparently been based on business 
principles rather than political con- 
siderations—a sign that the British 
banker, as usual, is more alert than his 
American competitor. As in most 
international financial matters since 
the Armistice, the British banker in 
eastern Europe has started with a 
handicap which he has neutralized not 
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only by greater experience, but by | Ms 
greater daring. Americans who are_ 
willing to take the wildest chances ~<a 
home are often afraid to take any ; 
chances abroad. 


IN PRIVATE 
ENTERPRISE 


More important than loansto govern- 
ments, however, are investments in 
private enterprise. Here the advan- | 
tage given to American capital by _ 
political disinterestedness is equally _ ; 
great; the security is usually better; ‘ 
the benefit to the country in which the 
enterprise is located is apt to be 
greater, and so is the profit. Yet 
American capital is slow, timid and 
often inept. Without making in- 
vidious distinctions, it may be said 
that in most countries of eastern | 
Europe governmental venality is no 
serious handicap. Governmental reg- 
ulation of trade has been a great ob- _ 
stacle, till lately; but there is good 
prospect that before long that will be — 
a thing of the past—outside of Russia, _ 
at least, which may be expected to | 
draw most of the “sucker” capital if — 


No doubt, the chief handicap of a 
American capital will continue to be _ 
the lack of trained American direction. _ 
To some extent this may be supplied | 
by returning immigrants schooled in — 
American business practice and know- 
ing as well the country in which they © 
work. In a number of instances this _ 
has been done. But it is already clear 
that expectations of remigration on — 
any noticeable scale will be disap-— 
pointed. At the end of the War it 
seemed possible that this would be the © 
most important phase of the influence * 
of American life and ideals on the 
newly created or newly aggrandized | 
states. Naturalized Americans who 
had made money, and learned how to — - 
make money, in the United States oe 
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were expected to go back in consider- 
able numbers to the old home and 
help in reorganizing the economic life 
of undeveloped or disorganized nations. 
Notably in Rumania, it was hoped that 
the place of the Germans in the 
business life of the country might be 
filled by competent Rumanian-Amer- 
ican business men. 

As a matter of fact, this movement 
has nowhere attained any considerable 
dimensions. Some remigration there 
has been; and often the returning 
emigrant found that though he had 
been, perhaps, imperfectly American- 
ized, he had been trained away from 
an understanding of the old home and 
its ways. In one or two notable 
instances, moreover, the inexperience 
and overconfidence of American-trained 
business men led to spectacular col- 
lapses which destroyed the prestige of 
all who came from America. Relief 
funds sent from America and relief 
workers going back from America 
have rendered valuable service almost 


everywhere, and the naturalized Amer- 
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ican, or his children, who go back 
only for a summer or so to enjoy the 
advantages of depreciated exchange 
and forbidden beverages, have done 
something to bring money into the 
country; but in the mass the im- 
portance of this is inconsiderable. 
Eastern Europe badly needs Amer- 
ican capital for productive develop- 
ment, but any investment on a large 
scale will require serious study by in- 
vestors and entrepreneurs, and the 
willingness of subordinate executives 
to learn the language and the ways of 
new countries. This is so obvious 
that there would be no need of saying 
it if American trade and investment 
abroad had not suffered so much by 
neglect of these simple truths. Our 
political isolation, more or less ae- 
cidental, has given us an investment 
opportunity quite as remarkable as 
our political opportunity of three or 
four years ago. It remains to be seen 
if the national timidity which threw 
away the one will lose the other, and 
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HE Genoa Conference has been 

one of the most interesting at- 
tempts to achieve peace that the 
statesmen of Europe have made since 
the Armistice. But why the need for 
the Conference? Certainly Europe 
has had conferences enough since the 
War; certainly Europe has had peace 
treaties enough since 1918. But no 
one today seriously argues that the 
treaty of Versailles, that of St. Ger- 
main, that with Hungary, or that of 
Sevres gave Europe effective peace. 
No one today seriously argues that the 


with far less excuse. 
Rima 
2 
numerous conferences which Lloyd 


George and his associates have held at 
many of the attractive watering places 
of western Europe have given real 
peace. 

I mention these peace treaties and 
these peace conferences to emphasize 
what, to my mind, is the supreme fact 
in reference to the Genoa Conference, 
namely, that it is a desperate attempt 
on the part of Lloyd George to achieve 
what has not been achieved at any of 
these previous meetings, that is, effec- 
tive peace in Europe. 
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ADVANTAGES OF THE 
FERENCE 

What were the advantages which 
the Genoa Conference had over pre- 
ceding conferences? The most im- 
portant was the presence on a basis 
of equality of Germany and Russia. 
This facing of realities, this recognizing 
that Europe, if it is to be reorganized 
on a peace basis, must reéstablish 
normal relations with Germany and 


‘Russia, was a tremendous initial ad- 


vantage. 

A second advantage was that the 
Genoa meeting was held three and one- 
half years after the Armistice. The 
farther we get away from the War, the 
more all of us are able to face realities 
and deal with things as they are 
rather than with things as we might 
like them to be. 

The third advantage was the ab- 
sence of the United States. I am going 
to try to prove later that it was a 
disadvantage to this country not to 
have been represented at Genoa, but 
I want to try to show at this juncture 
that our absence was an advantage to 
the Conference. Genoa profited by 
our absence, because, in my judgment, 
in reference to Russia, our Administra- 
tion has today a more uncompromising 
and less intelligent attitude than any 
other great power. It is my profound 
belief that Mr. Hoover and Mr. Hughes, 
insisting on their present attitude 
towards Russia, would have, had they 
been at Genoa, made the task of recon- 
ciliation even more difficult than it was. 
They are demanding acceptance of a 
formula, drawn up a year ago, that 
would involve the complete over- 
turning of the whole Soviet organiza- 
tion, which would, in turn, involve the 
Communists’ committing suicide as 
far as their fundamental tenets are 
concerned. It is a policy which in the 
present circumstances has no chance 


ATTEMPT AT GENOA Ne 


of success. Our presence at Genoa 
would have strengthened the in- 
transigeance of France and weakened 
the force of Lloyd George’s admirable 
stand for peace on the basis of mutual 
concessions. 

Also, America’s presence at Genoa 
would have been a disadvantage be- 
cause we should not have been in a 
position to do anything except issue 
pious preachments. Europe is tired of 
pious preachments from America, un- 
accompanied by constructive coépera- 
tion. We were not prepared to do 
anything about allied indebtedness. 
We were not prepared to relinquish 
our claims against France or Italy. 
On the contrary, we would, perhaps, 
have read France a lesson as to the 
desirability of moderation in reference 
to Germany. However, our lectures to 
France on the advantage of moderating 
her claims against the vanquished, 
would have had little effect unless we 
were willing to give France an example 
of like moderation. Until we are 
prepared to consider some kind of 
arrangement for the cancellation or 
reduction of France’s obligations to us, 
our advice to her is at once futile and 
gratuitous. 

Because of our dogmatic policy 
towards Russia and because we are not 
ready to do anything to help France, 
either with her economic problem or 
with her problem of security, our 
absence from Genoa was a source of 
strength to the Conference. 

If there were these elements of 
strength, what were the elements of 
weakness at Genoa? Obviously, the 
most important were two: the ex- 
clusion from the agenda of any refer- 
ence to land armament or any reference 
to German reparations. No serious 
student of European politics today 
doubts that the two most important 
running sores in the European situation 
are the overbearing burden of land 
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armament and the failure to settle 
German reparations on a_ practical 
business basis. 


Our Own DISADVANTAGE 


For the United States, it was a 
distinct disadvantage that our repre- 
sentatives were not at Genoa. If we 
had gone, we might have learned much. 
We would have had an opportunity to 
learn that, in the eyes of many of the 
representatives there, our attitude 
towards the Soviets is just as dogmatic 
as that of the Soviets towards capital- 
ism. We would have been told that 
Europe, much nearer than we to 
Russia, much more vitally dependent 
than we on Russian rehabilitation, 
does not accept our doctrinaire four 
points as the most likely solution of 
the Russian problem. Perhaps we 
would have come to realize that if we 
are to expect Chicherin and his associ- 
ates to modify their Communistic 


_ formulas, we must be prepared to 


modify our capitalistic dogmas. More- 
over, I am confident that Mr. Lloyd 
George and Mr. Barthou would have 
managed, somehow, to make clear to 
our delegates that while they appre- 
ciated our advice about scaling down 
German reparations, they were con- 
vinced that reparations were tied up 
with inter-allied indebtedness and that 
America could best contribute towards 
the solution of the problem of German 
obligations by aiding in finding a 
solution of the related and equally 
pressing problem of allied obligations. 
Whatever the effect of our presence 
on the Conference itself, had we gone 
to Genoa, we, at least, should have had 
an opportunity to profit. 

What happened at Genoa? It is 
difficult to summarize. There was one 
crisis after another. It was a wonder- 
ful opportunity for the headline artists 
of our newspapers, but no occasion for 


serious students of the economic situa- 
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tion. The excitement began with the 
startling crisis on the first day, when 
the Russian delegate, Chitcherin, had 
the “audacity” to suggest that, per- 
haps after all, disarmament might be 
discussed. Immediately the French 
delegate, Mr. Barthou, was on his 
feet exclaiming that if disarmament 
was mentioned, France must interject 
a positive, unequivocal No, No, No! 
The Russian did not miss his opportu- 
nity. Very quietly and tellingly Chit- 
cherin replied that he had understood 
the French at the Washington Confer- 
ence to suggest that one of the two 
reasons they could not reduce their 
army was the Russian army. There- 
fore, he had presumed that France 
would be glad that Russia was prepared 
to discuss the problem of proportionate 
reduction. Then Chitcherin sat down 
—a notable victory, in public opinion, 


won for Russia. A 7 


The second crisis was precipitated 
by the first statement of allied claims, 
amounting to about $12,000,000,000. 
The Russians countered by suggesting 
that if they owed $12,000,000,000, the 
Allies owed $60,000,000,000 for the 
destruction wrought in Russia in- 
cident to the allied-supported counter- 
revolutionary efforts of Wrangel, Den- 
ikin, Kolchak, etc. These figures were 
not taken seriously. The Allies did not 
believe that they were going to be paid 
$12,000,000,000. Certainly, the Rus- 
sians did not believe they were going 
to be paid $60,000,000,000. 

This erisis, prolonged for weeks, was 
ended when the Russians made their 
exhaustive, wordy, argumentative, and, 
we should add, somewhat provocative 
reply of May 11 to the allied memoran- 
dum of May 2. The gist of the 
Russian answer follows: 


ALLIED CLAIMS 


Making exception of war debts 
the Russian delegation has decla 
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prepared to accept liabilities for the pay- 
ment of public debts on condition that 
losses caused Russia by intervention and by 
blockade are recognized. 

In law the Russian counter-ciaims are 
infinitely better justified than the claims of 
the Allies and the Nationals. Practice and 
theory agree in imposing responsibility for 
losses caused by intervention and blockade 
on governments which institute them. 
Without quoting other cases, we shall limit 
ourselves to recalling the decisions of the 
Court of Arbitration at Geneva, September 
14, 1872, in the terms of which Great 
Britain had to pay the United States 
$15,500,000 for losses caused to that 
country by the privateer Alabama, which 
in the Civil War between the northern and 
southern states assisted the latter. 

Intervention and blockade on the part 
of the Allies and neutrals against Russia 
constituted on their part official acts of 
war. But in its desire to reach a practical 
agreement the Russian delegation, April 21, 
“entered on concessions of the widest 
description and declared itself disposed 
conditionally to renounce its counter- 
claims and accept the engagements of the 
former government in exchange for a 
number of concessions the most 
important being real credits placed at the 
disposal of the Russian government 
amounting to a sum to be determined in 
advance.” 

Unfortunately, this engagement by the 
powers has not been kept. The memoran- 
dum says nothing definite concerning the 
credits which the signatories would be 
ready to grant the Russian government, 
and the credits which they promise to 
grant to their nationals trading with 
Russia bear a discretionary character. 

In the same way the memorandum en- 
tirely defers the question of war debts, and 
“similarly leaves for discussion a mora- 
torium and the cancellation of interest on 
pre-war debts, remitting the final decision 
of this question to the competence of an 
arbitral tribunal instead of fixing it in the 
agreement itself, contrary to that which 
is provided even in the London memo- 
randum.”’ 

If, nevertheless, the powers wish to 
consider a solution of the financial diffi- 
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outstanding between themselves — 
and Russia, taking into account the fact 
that this question necessitates, from the 
nature and extent of the claims presented to 
Russia, a study more profound and an 
appreciation more just of the credits 
available for her, this task could be en- 
trusted to a mixed committee of experts _ 
nominated by the conference. ; 

Russia came to the conference ‘with 
conciliatory intentions. She still hopes 
that her efforts in this direction will be 
crowned with success. 


culties 


On the basis of this reply the Hague % 
Conference of June 15 was agreed to. © 


Tue “Secret” TREATY 


The third crisis arose over the 
Russo-German Treaty, that “shocking 
secret’ treaty. It was merely a treaty 
of peace, a mutual cancellation of war 
claims and a general agreement to 
work together for the economic welfare 
of both countries. On the surface, it 
appears a very sensible, practical 
sort of proposal. But it shocked the 
diplomats inexpressibly. It was “‘trea- 
son”; it was “disloyalty”; it was — 
“secret.” It was an amazing thing to 
see the diplomats shocked about a 
treaty, which was not really secret at 
all. It was published immediately — 
after it was signed. It was amazing to 
find those same diplomats, who during 
the War did not even confide to the 
associated powers a whole series of > 
secret treaties, leaving Mr. Wilson to 
go to Paris to settle the peace of the io 
world without knowing the content a 
the most important treaties made 
during the War, so easily upset. It © 
was surprising to find these same Fa 
diplomats horrified and shocked by a 
treaty which was negotiated exactly 
as was our own treaty with Germany. 

The fact is that the allied outery | 
against the German and Russian 
treaty was largely camouflage, largely 
noise made to hide for the moment wa 
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their consternation or surprise. I 
do not believe that Lloyd George was 
at any time seriously disturbed by the 
Russo-German agreement itself, ex- 
cept as he anticipated it might forecast 
a permament Russo-German alliance 
which, if a general peace were not made 
with Russia, might ultimately en- 
danger the peace of Europe. 


REsuLTs OF THE CONFERENCE ! 


Summing up the Conference: If we 
were today to assess the concrete 
results of the Conference, we should be 
able to do it very briefly, because there 
have been no concrete results, except 
the reports of certain technical com- 
missions on transportation and eco- 
nomics. These reports, however, are 
only preachments and must remain 
non-effective unless Europe can settle 
her political differences. Genoa has 
not been an economic conference at all. 
Our Administration was right when it 
anticipated that it would be primarily a 


5 political conference. There have been 


no concrete economic results. 
Moreover, Lloyd George has proba- 
bly failed to get his general non-ag- 
gressive pact. His intense desire to 
secure a general European treaty, 
embodying promises by each power 
not to attack the territories of its 
neighbors during ten years, has been 
frustrated. But failing in these things, 
the Genoa Conference has been tre- 


mendously interesting as disclosing 


the real political forces in Europe. 
Genoa has been worth while because it 
has witnessed a meeting of realities. 


' This paper was written before the Genoa 


: Conference had completed its work.—C. L. K. 


lie in our mouths to blame France. 
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Statesmen have dealt with real forces, 
Genoa has been like a lightning flash 
which, illuminating the darkness, has 
shown clearly the tendencies in present- 
day European alignments. Genoa has 
shown more strikingly than ever be- 
fore the virtual isolation of France. 
Genoa has shown the natural and 
inevitable tendency of Russia and 
Germany to draw together. Genoa 
has shown that in a division of this 
sort, the neutrals have inclined towards 
Russia and Germany rather than to- 
wards France. Genoa has shown 
England inclined towards Germany 
and Russia ratherthan towards France. 
Genoa has been a striking example of 
the danger to France of the policy she 
has pursued since the War. 

If Genoa fails, has it been France’s 
fault? Yes, is the easiest answer. 
Certainly, France must bear a con- 
siderable measure of the blame. But 
if Genoa breaks up and Europe divides 
into two warring camps, the respon- 
sibility is primarily ours. We have 
done nothing since the Washington 
Conference to help the European 
situation. We have been unwilling to 
go to Genoa; we have been unwilling 
to offer France anything; we have been 
unwilling to deal with Russia; we have 
limited ourselves to pious, superior 
preachments which help Europe not at 
all. Until we are in a position to say 
to France that we are prepared to help 
her with her two major problems, the 
problem of security and the problem of 
economics; until we are prepared to say, 
“We will help you to be secure; we 
will help you to be solvent,” it does not 
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Russia as the Chief Obstacle to European Rehabili- z 7 ; 
tation—From the Labor Viewpoint 


Greenwich, Connecticut, formerly United States Envoy to Russia under the 
Chairmanship of Elihu Root 


IPI SMATS are wrestling in 

Europe with the psychology, the 
social philosophy and the phraseology 
of the Bolshevists. The diplomats 
have been studying these subjects for 
barely three years. European and 
American labor have been studying 
them, through direct relations, for 
fully seventeen years, since Bolshevism 
made its debut in Russia in 1905 at 
the time of the first revolutionary 
movement. Labor’s claim to under- 
stand the Bolshevists better than the 
average statesman or newspaper or 
article writer—or personally conducted 
guest of the Soviets—is in no way a 
claim to superior intelligence but to 
actual experience. 

Moreover, important as the Bol- 
shevists are to the world at large 
today they are even more important 
to the labor movement. They have 
repeatedly asserted that the modern 
and democfatic labor movement is 
their chief enemy and they have spent 
the larger part of their energies and 
resources in combatting and in at- 
tempting to gain control of that 
movement. 

The Bolshevist attack on the labor 
movement has in no way lessened in 
intensity; it has merely changed in 
form. It is admitted that the Soviets 
have spent millions upon millions 
among the world’s leading nations for 
the corruption of the press, especially 
the labor press. Their offer of $375,- 
000 in one lump to the London Daily 
Herald is notorious. Today they have 
tens of millions of gold on deposit in 
the Western nations, to say nothing of 


vast corruption funds in jewels looted © 
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Russian people. 


from the Russian aristocracy and the © 
Russian church. These sums are 
grossly insufficient to provide the | 
Soviet régime with the thousands of _ 
locomotives, the tens of thousands of => 
cars, and with the other economic 
needs of their great empire. Applied _ 

for the purpose of bribery, or as so- 
called propaganda, they constitute the __ we 
greatest corruption fund the world has 

ever known. And who will deny that i 
these funds are in the hand of as un- i 
scrupulous a band as modern history . 
can point to? The Soviet propaganda © 
beyond doubt is the most heavily ay 
subsidized, the most persistent and 
audacious, the most untruthful, the 
most highly ramified and successful _ 
the world has ever known. Roll 


Laxsor’s CONTACT WITH THE SOVIETS 


Labor understands this propaganda 7, 
and its operators far better than do 
those who have had less experience _ 
with it. American as wellas European | 
labor continues in the most intimate _ 
daily contact and conflict with the 
agencies of the Soviets. It does not 
need to wait for some international 
conference to make their acquaintance. 
Long before the newspapers and maga- 
zines or even the pseudo-liberals, who 
are such warm admirers of the Soviets, 
discovered the true nature of their 
system, international labor organiza- 
tions had renounced and denounced | 
them. The International Federation | 
of Trade Unions, radical as it is, — 
declared that the Soviets had formed a 
new autocracy and were largely re- 
sponsible for the condition of the 
The Second, or 
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Socialist International, which includes 
the British Labor Party, declared: 


They (the Bolshevists) trod the desires 
of the Russian people in the dust, and in 
place of a democracy they established an 
armed dictatorship, not of the proletariat, 
but of a committee. Now they are at- 
tempting to impose their will and their 
decrees upon the socialist and labor parties 
of the whole world. They belong to the 
old world of tsardom. . . . 

They may have ended wage-slavery; 
they have established state-slavery and 
misery. They have robbed the workers of 
freedom of movement and of combination 
and are preventing the creation of economic 


democracy. 


At its last convention, the American 
Federation of Labor declared that the 
Soviet government has no claim to 
represent the Russian nation. By an 
almost unanimous vote, opposed only 
by four voices out of four hundred, 
that convention adopted a_ report 
which thus described the Bolshevist 
‘ampaign in this country: 


The campaign for de facto recognition has 
been carried on with a redoubled intensity 
both in the subsidized revolutionary press 
and in certain pro-Bolshevist newspapers 
and weeklies. This propaganda has been 
particularly aggressive and misleading 
since the signing of a Soviet trade agree- 
ment by the British Empire—in order to 
protect its hold over Persia, Mesopotamia, 
India and other crown possessions, for the 
purpose of obtaining concessions for British 
capitalists, and for other more obscure and 
sinister motives of secret diplomacy. The 
purpose of the agitation is not only to 
secure prestige for the Soviet government 
but to make friends for the Bolshevists 
and Communist International through a 
falsified picture of Russian conditions. 
This campaign has been concentrated, in 
large part, within the labor unions, with a 
view of overthrowing the bona fide labor 
movement of America as a_ condition 
precedent for the overthrow of the republic 
of the United States. . ‘ 

_ Accompanying the open agitation carried 
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on by the Soviet government, its “liberal” 
sympathizers, and the irresponsible yellow 
press, has been an effort of the third or 
Communist International and of its ad- 
junct, the new Red Labor Union Inter- 
national, to destroy the American labor 
movement by attacks from within and 
without—that is, by aiding the I. W. W. 
and at the same time forming “communist” 
nuclei within locals of the organizations affili- 
ated with the American Federation of Labor, 


Since the meeting of the Genoa 
Conference and even from the time of 
its first announcement all this agita- 
tion has redoubled in its intensity, 
W. Z. Foster, recently returned from 
Russia, has launched a new publica- 
tion and inaugurated a new movement 
to capture the American Federation of 
Labor and force it into joining the 
Red International, the object of which, 
according to its constitution, is, “to- 
gether with the Communist Inter- 
national to organize a working class 
for the overthrow of capitalism, the 
destruction of the bourgeois state and 
the establishment of the dictatorship 
of the proletariat.” The Red Trade 
Union International openly repudiates 
the very possibility of “‘a peaceable 
transition from capitalism to socialism.” 


LaBor’s Russian Pouicy 


With their thorough and complete 
understanding of Bolshevism and the 
Bolshevists, the American unions are 
lined up almost solidly behind the 
Russian policy of the American govern- 
ment. However, they have worked 
out their attitude in somewhat more 
detail. The Montreal resolution (1920) 
declared: 

That the American Federation of Labor 
is not justified in taking any action which 
could be construed as an assistance to, or 
approval of, the Soviet government of 
Russia as long as that government is based 
upon authority which has not been vested 
in it by a popular representative national 
assemblage of the Russian people; or s0 
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long as it prevents the organizing and 
functioning of trade unions and _ the 
maintenance of a free press and free public 
assemblage. 

Even the Cannes agenda, which was 
the basis of the Genoa Conference, say 
that in order to modernize the Soviet 
régime sufficiently for business pur- 
poses regular courts have to be con- 
stituted. European labor refuses to 
associate internationally with the Com- 
munist International unless the Soviets 
grant both free speech and _ political 
amnesty for the thousands of labor 
union and socialist political prisoners 
who fill the dungeons of the Soviets. 
American labor makes practically the 
same demands and in addition re- 
quires some form of representative 
government. These demands are in 
entire accord with the Harding-Hughes 
policy. Last year, Mr. Hughes re- 
fused to have any relations with the 
Soviets unless four basic principles of 
modern civilization were recognized: 
freedom of contract, security for 
property rights, personal liberty and 
freedom for labor. These rights cannot 
be guaranteed without a regular system 
of law courts, free speech and freedom 
of assembly and some form of govern- 
ment responsible to the people. 

Mr. Hughes has laid down an addi- 
tional principle of absolutely vital 
importance in dealing with people of 
this character. Bolshevist pledges 
being wholly worthless, the American 
government has declared its willingness 
to discuss the question of Russian 
relations only on the condition that 
there shall be not only verbal accept- 
ance of the changes but “convincing 
evidence of the consummation of such 
changes,” as well. American labor 
also, as its declarations show, is not 
interested in Bolshevist promises, and 
will be willing to consider the question 
of recognition only when convincing 
evidence is given that free speech, 
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freedom of assemblage and a represent- 
ative government are clearly and 
definitely established. 

Even the official British White Paper, — 
published last year, pointed out that — “oat 


there could be no hope for the = 
7 


habilitation of Russia until “the | 
policy of political oppression at home” a 
as well as Bolshevist propaganda 
abroad were abandoned. 
European labor also is weary of © 
Soviet promises and demands acts. 
The Soviets have made their famous 
revolutionary tribunal or political po-— 
lice department, the notorious Che-Ka, * 
a part of another department and have :, 


changed its name. This subterfuge 

and others like it no longer deceive 

European labor. Karl Folmerhaus, a 
member of the Famine Relief Delega- { 
tion sent to Russia by the International © 
Federation of Trade Unions, has 
published in the Socialist Messenger _ 
(No. 6, March 21, 1922) the following: | 


At the present moment the “Che-Ka,” ; 
which I consider the most abominable in- 
stitution ever used by any government, is © 
subordinated to the Commissariat of Home 
Affairs. However, I do not think that _ 
Russian Socialists will gain anything by oe 
this “‘reform” for safe-guarding their ae 
political rights. I am convinced that so 

long as the present system of persecution 

is applied toward Russian Socialists, any 
understanding and contact between Rus- 

sian Communists and the Western prole- 

tariat is quite impossible. 


The Russian policy of American labor 
was brought down to date and restated 
by President Gompers last January 


when he declared: ret 


I am among those who first privately _ 
and publicly urged the need for an inter- 
national economic conference, but now, as 
then, my conviction is that such a con- 


ference should be summoned by the United 
States, that the United States should make 
the agenda, and that there is no place in 
such a conference for Lenine and ‘Trotsky. 
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President Gompers and his labor 
associates favored an _ international 
economic conference. They did not 
favor aconference which has admittedly 
become as much political as economic. 
As to future international economic 
conferences, Mr. Gompers does not 
pledge himself to a conference held in 
the United States, but takes the stand 
it should be called by the United States 

and that the United States should make 
the agenda. His model is the Washing- 
ton Conference and his authority is 


upon grounds which are those of the 
American Federation of Labor—that 

— there is no place in such a conference 
for Lenine and Trotzky, since that 
would involve their de facto recognition 
as having some right to speak for the 
Russian people. 

On this point Mr. Gompers says: 


‘The Soviets do not constitute a de facto 
72 _ government today any more than they did 

a year ago. The Soviet power is today as 
treacherous as then. Nothing has changed 
except the ideas of expediency entertained 
by some leading European politicians. 

The British government, for one, has 
played fast and loose with the Russian 
question. It succumbed to the “trade with 
- Russia” propaganda, but it got no trade 
_ and admits that it got notrade. What it 

did get was a continuation of Bolshevik 
betrayal. 

The Soviet autocracy is evidently winning 
a temporary victory in Europe, but there 
° is no indication that its success will extend 

~ be the United States. 


__‘The statement that the Soviet power 
is treacherous is a repetition of the 
position taken by ex-Secretary Colby 
and reaffirmed by Secretary Hughes 
when he says America refuses to 
consider Bolshevist promises without 
actual performance: 

Gompers continues: 
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The autocracy of Lenine is as much an 
autocracy today as a year ago; it is as much 
without democratic sanction now as then, 
and it is as clumsy, selfish and brutal now 
as then. Nothing has changed in any 
essential except the political leaders of 
Europe, who have been too much inclined 
all along to view the Russian situation in 
the light of whatever might at the moment 
seem expedient, in total disregard of the 
democratic principles and ideals and the 
hopes and aspirations of the great mass of 
the Russian people. 

The political leaders of the United States 
are not compelled to make any concessions 
for the sake of political expediency and 
the industrial leaders long ago found out 
that experience with the Russian dictator- 
ship is costly and productive only of 
propaganda for the dictatorship. 


Applying all of these principles to 
the present situation and the immediate 
future, it is clear that American labor 
will fight to the finish against the effort 
now being made to drag the American 
government into another pseudo-eco- 
nomic conference which, whether it is 
held in Europe or America, would 
involve recognition of the Soviets and 
an economic entente that would main- 
tain and prolong their power. 


LABOR AND FurRtTHER CONFERENCES 


The promoters of the Genoa Con- 
ference, however, assert that confer- 
ences will continue until the Soviet 
government is brought into some 
international arrangement on a basis 
of equality with other nations. This 
is precisely the position taken by 
Trotzky in his last statement where he 
says: 

But we firmly count on the triumph of 
business common sense, first of all in 
America and afterwards in Europe. Genoa 
is not the last word in the pourparlers. 
Perhaps in the event of a break-up of the 
Genoa Conference, there will come a certain 
interval, but the pourparlers would be 
resumed some time later, more energetically 


. labor’s support of the Washington 
Conference. 
P ompe! 


= 


and much more business-like. 
Russia is prepared for this. 


Soviet 


The issue of the hour is the nezt inter- 
national conference. Will the Amer- 
jean government, supported by Ameri- 
can labor, allow itself to be pushed into 
a Trotzky-Lloyd-George conference 
through the stupendous propaganda 
either subsidized or stimulated by 
foreign governments and _ interests? 
No word has yet been uttered by our 
government that would make us 
believe that this is a remote possibility. 
But the danger exists, nevertheless, 
for if the government cannot be directly 
influenced by a propaganda of false- 
hood, public opinion can be. 

American labor is fully aware of the 
danger and it also knows just what the 
influences are that are backing the 
pro-Soviet propaganda in this country. 
President Gompers pointed out the 
danger a few days ago as follows: 


I can think of nothing that would be 
more fraught with disaster to humanity 
than American recognition of the Bolshevik 
power in any form—whether by entering 
into another “‘economic”’ conference at 
which America would sit cheek by jowl 
with Soviets, or in any other manner. 

In making these assertions I am mindful 
of the amazing propaganda with which 
American public life is being flooded. I am 
mindful of the intrigue which is everywhere 
about us and above all I am mindful of the 
newly adopted policy of the American- 
Anglo-German banking group, which 
perhaps constitutes the most dangerous 
element in the whole chain of pro-Bolshevik 
effort in America, because it has its hands 
on the most power. 

The truth is that predatory international 
finance has its appetite up and believes it 
sees loot in Russia. 

I know of nothing more cynical than the 
attitude of European statesmen and 
financiers toward the Russian muddle. 
Essentially it is their purpose as laid down 
at Genoa to place Russia in economic 
vassalage and give political recognition in 
exchange—recognition in exchange for 
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concessions. They know immediate trade 
is not to be had, but they know that, 
eventually, they can get at the gold, the - an 
coal, the oil, the timber and future products © 
of the soil. 
Russia herself is on the bargain counter, cS 
behind which stands Lenine as a bandit 
merchant, to take what he can get and me 
what will serve his purpose in exchange for Se ws we 
the heritage of a people rendered helpless = 
by him and his. America, let us hope, will ate .. 
continue to stand for Russian economic eee 
independence as well as political freedom. 
It is my understanding that America ae! 
stands by the policy that we can have no | 
dealing with Russia until there is in that — 
country a government answerable to the 
people put in office by the people. Prime 
requisites are elections, free press, free _ 
assemblage, free speech, none of which has 
existed since Lenine created his autocracy. — 


Mr. Gompers did not mention the _ 
cynicism of the Soviets. They may _ 
fail in their efforts to sell the inheri- 
tance of the Russian people in return _ 
for the means to tighten the hold of © 
their tyranny. But whether they fail _ 
or succeed they have already indicated 
that they intend to tell their followers — 
that it is they who have defeated the 
attempt of the foreign capitalists to 
take advantage of Russia’s miseries — 
for the purposes of plunder. Abroad 
this brazen falsehood will be accepted © 
only by Communists and pseudo- _ 
liberals. But the helpless Russian 
people, permitted to read nothing but 
Bolshevist propaganda, may continue 
to believe it as long as the Soviet _ 
régime continues. 

SIGNIFICANCE OF SOVIET 
RECOGNITION 


Let us not be deceived as to the true _ 
significance of conference with the _ 
Soviets. It means compromise with 
the forces of destruction. If there 
were any doubt as to this it would be 
removed by the almost identical lan- 
guage one by Trotaky and _ Loyd 
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George. In his statement of May 4 
Trotzky again says that “two systems 
of property are carrying on pourparlers 
at Genoa,” and that the Bolshevists 
are standing for the “collective man- 
agement of the working classes.”” The 
Red Army chief then continues: 


The leading European diplomatists ap- 
pear still to consider that the labor revolu- 
tion in Russia is not the beginning of a new 
and historical world epoch but a mere 
temporary change of one form of property 
for another. They thought by force to 
induce us to the old forms of property, but 
this failed. 


_ Or take the language of the Soviet 
reply handed to the Allies on May 11. 
The Soviets there portray themselves as 
representing “the collective tendency 
in social organization” engaged in con- 
flict with “capitalistic individualism!” 

Here is the very keystone of the 
entire Bolshevist propaganda. Yet 

Instead of repudiating this view, what 
do we find Mr. Lloyd George doing? 
We find him deliberately adopting it. 

In his first memorandum on the Genoa 

- Conference the British Premier said: 

It is essential that the conflict between 
rival social and economic systems, which 
the Russian revolution so greatly intensified, 
should not accentuate the fears of the 
nations and culminate in an international 
war. 


What else is this “conflict between 
rival social and economic systems, 
which the Russian revolution so greatly 
intensified” but Trotzky’s world- 
struggle between “proletariat” and 
“bourgeoisie?” 


4 Tueory or Rivat Sociat SysteMs 


Lloyd George agrees with the Bol- 
shevists that it is a conflict between 
rival and social economic systems that 
is driving towards war. Now it is 
clearly a major object of Bolshevist 
diplomacy major object— 
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to make it appear that there is a con- 
flict between two social systems, by 
which the world is being torn in half, 
and that the Bolshevists represent one 
of the halves, the half that stands for 
the future and against capitalism. Far 
from accepting the verbose part 

dictatorship set up by the Bolshevists 
as “a rival and social economic sys- 
tem,”’ America regards it as the mad 
series of experiments and expedients 
of a small band of fanatics, unable 
even to conceive a social system, to say 
nothing of working it out against the 
will of their enslaved subjects, a régime 
able to obtain power only because of 
the absolutely extraordinary state of 
prostration and paralysis that pre- 
vailed in Russia after the overthrow of 
the Czar and maintained in power by 
the friendly attitude of certain Euro- 
pean governments ready to pay any 
price for Caucasian oil and any black- 
mail for the demobilization of the Red 
army. 

The Soviets, far from being regarded 
as a powerful rival economic and politi- 

‘al system threatening Europe, are 
portrayed in Mr. Hughes’ notes—and 
also in Mr. Hoover's characterizations 
—as having been incapable even of 
checking the progressive economic 
collapse of their country. 

Nothing could be more false than 
Trotzky’s declaration that Secretary 
Hughes is trying to dictate to the 
Soviets “which forms of property and 
what methods of legislation and man- 
agement we ought to inaugurate in our 
own country.” On the contrary, 
Secretary Hughes regards the forms of 
property, legislation, and management 
of the Soviets as likely to continue for 
the present and as quite sufficient— 
without any acceleration from outside 
rapidly to reduce their power and finally 
to destroy it. Mr. Hughes calls it a 
process of “progr essiv e impoverish- 
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It is a warfare not between two 
social systems but between the social 
system called modern civilization and 
the fanatic disciples of an ignorant and 
destructive social dogma. The same 
ignorant fanaticism which led the 
Bolshevists to think they could take 
possession of the earth through a 
world-revolution, emanating from an 
incredibly backward country, leads 
them now to believe they can publicly 
force the nations of the world to make 
concessions to their dogma and use 
this new prestige further to develop 
their power at home and abroad. 

As Mr. Frank Vanderlip has just 
pointed out, “Lloyd George has at- 
tempted to force compatibility between 
two fundamentally incompatible sys- 
tems,” one of which is largely re- 
sponsible for “the evils that have 
fallen on Russia’’—though the chaotic 
and fantastic ukases that did so much 
to produce the Russian disorder hardly 
deserve the name of system. The 
American financier points out that “‘if 
Mr. Lloyd George, like Lincoln, saw 
that Europe cannot be divided between 
two systems—like America at the time 
of the Civil War—Genoa would not 
have been convened.” At least the 
Soviets would not have been invited. 


The World’s d of 


By Annot 


England, British Delegate and Executive Secretary of the Manchester Branch of the 
Women’s International League 


Manchester, 


N Europe, and perhaps as definitely 

in Great Britain as in any other of 
the countries of Europe, we have had a 
very hard experience since the Armis- 
tice was signed in 1918. Because of 
that experience abstractions in politics 
are not, it seems to me, of quite the same 
interest i in Great eaten as they are in 
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Mr. Vanderlip points also to the only 
conceivable solution—though, again, 
his language is not quite accurate. 
He says: “ Russia should have complete 
freedom to retain and experiment with 
her social order, but so long as it is 
communistic it must be isolated.” It 
is not Russia which is doing the ex- 
perimenting but a relatively small 
band of fanatics; it isnot Communism _ 
which must be isolated, but this — 
fanatical band. But the principle is 
sound: non-intervention and isolation: 
as long as the Bolshevist régime con- _ 
tinues. 

There can be no rehabilitation “ee 
Europe gives a new lease of power to | 
the most destructive régime since the 
days of Genghis Khan. Democratic 
civilization is even more fundamen- 
tally and squarely challenged by Bol- 
shevism than it ever was by Prussian- ee 
ism. Ex-President Wilson had the 
support not only of labor but of the 
entire public opinion of the world when 
he declared during the World War that 
America would refuse to deal with the 
Kaiser and would consent to deal only 
with the people. That principle is even 
more vital to world civilization and 
progress, in — with the Russian 
problem. 


America. We are not at the moment 
so interested in the question of revenge, 
in the questions of ethics or in the 
questions of moral values, in which, 
judging from your newspapers, your 
politics are involved at the present 
time. We have had, following upon 
the Armistice, a very prolonged period 
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of unemployment which has assumed 
very large proportions. We had, when 
I left Britain in April, very nearly 


_ 2,000,000 of our skilled workers entered 
_ on the Labor Exchange lists as looking 
7 es work and unable to find it. 


4 a under 25 per cent of our popula- 


If you take the family unit in Great 
ritain at its average of five persons, 


tion is at the present moment living 


~ on unemployment insurance, on relief 


from the guardians and on any savings 


that may be left from the period of war 
_ prosperity and the boom that followed 


for a short time after the signing of the 


Armistice. 


To have, as we have, an industrial 


population, that is dependent largely 


on export trade, in the position that I 
have just indicated means very hard 
and very real thinking. It is impossible 
in our country just now to separate 
politics from economics or economics 
from politics. What has been said at 
Genoa by the representatives of Great 
Britain as to the necessity of forgetting 
these abstractions that apparently 
still exercise the minds of politicians, 
and getting down to the real position 
of the great mass of the common people 
of Europe, represents very largely the 
average opinion in Great Britain. 


Eneuisu Lasor No Desire 
For REVENGE 


The great mass of our workers are 
not in any way desirous of revenge on 
any of the late Allies. They are not 
desirous of taking part in military 
expeditions into Russia. It is true 
that the after-war experiences of our 
industrial country has led to a realiza- 
tion that we had net had before—a 
realization not only of the inter-de- 
pendence of trade, of the inter-de- 
pendence of commerce and of the 
inter-dependence of finance, but also 
of the inter-dependence of the pros- 
perity and the standard of living of 
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the great mass of the workers in 
Europe. Because of this new compre- 
hension of our inter-dependence, of our 
close articulation, and of our close 
relationship to each other, when it 
was proposed in 1920 that our govern- 
ment should again help to finance 
another filibustering expedition into 
Russia, the mass of organized labor 
in Great Britain protested. They 
protested in the following fashion. As 
soon as it became evident in 1920 that 
preparations were being made by Great 
Britain to take part in the expedition, 
the very large trade unions immediately 
took action. I think the trade Unions 
in Great Britain are a much stronger 
and a much more integral part of our 
social and political life than they are 
here. The mass of our workers belong 
to trade unions. Our trade unions are 
very large bodies, and they have a very 
considerable social and political power. 
They have a direct representation in 
the British House of Commons. 
Numerically, the representation is 
small, but politically and economically, 
their power is very great. 

As soon, then, as this military 
expedition was under consideration the 
great trade unions and the political 
labor party immediately set up, in 


_ London and in every one of our large 


provincial towns bodies that were 
known as Councils of Action. The 
Council of Action represented the 
labor political party, the trade unions 
and a large part of liberal and progres- 
sive thought. These Councils of 
Action in each of the towns and in 
London immediately organized depu- 
tations and authorized the sending of 
telegrams, the sending of letters and 
publicity in every one of our great 
cities. A huge demonstration was 
organized in Manchester. I should say 
that this demonstration, the largest 
one—there were many minor ones in 
the outskirts of the city—must have 
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been attended by probably between 
one-sixth and one-fifth of all the in- 
habitants of the city. Similar ex- 
periences were found in Glasgow, in 
Leeds, in Bristol and in every one of 
our centers of industry. Those demon- 
strations unanimously said that we 
would not stand behind our govern- 
ment if a further military expedition 
were sent into Russia. There was 
complete unanimity: so great was the 
unanimity that the idea of sending 
further military expeditions into Rus- 
sia was immediately dropped, and the 
policy that Mr. Lloyd George is trying 
to carry through at Genoa at the 
present time in demanding a recogni- 
tion of the Russian government and 
the resumption of trade with Russia, 
has been very largely the policy of our 
country since that action was taken 
by the trade unions in the autumn of 
1920. 


Economic INTER-DEPENDENCE 


I wish to leave the very clear im- 
pression that the great mass of the 
voters in Great Britain at the present 
time do not desire revenge. They 
know that war came in 1914 as a 
result of many causes; that it was, 
indeed, a tangled skein that led to that 
sudden declaration of war and the 
involving of Great Britain in that war. 
Our workers know that since the War, 
and particularly since the signing of 
the peace in May, 1919, the standard 
of living of the great mass of our 
workers has been very seriously re- 
duced, and is being still further 
reduced. The existence in Germany 
of those coal miners that are producing 
the 2,000,000tons of the reparation coal 
sent into France every month, free of 
charge, and the depositing of that coal 
in France, has meant the under-selling 
of British coal in all the markets of 
Europe. Our workers realize that just 
as _ German miners are in a certain 


NEED oF INTERNATIONAL CITIZENSHIP 189 


sense slave workers for Europe, work- 
ing for a wage that means underfeeding, 
that means inferior clothing, that 
means continued mental distress, that 
means suffering to their families, so 
the existence of that slave labor in the 
mines of Germany has reduced not 
only the volume of trade but the 
standard of wages in Great Britain 
and at the present time is doing the 
same thing for many of the miners in 
France. For it is not only in Great 
Britain that the existence of this slave 
labor in Germany, in the name of 
reparations, has reduced the wages of 
the miners and the standard of living, 
and caused unemployment but it is 
true also in France to an increasing 
degree. 

To our workers, therefore, the whole 
result of the War so far has been a 
worsening of the position of the mass 
of the workers, a depreciation of trade, 
a lowering—a matter of greater im- 
portance to the informed labor opinion 
of the country than perhaps we realize 
—a lowering of moral values, a coarsen- 
ing, a very serious coarsening, of our 
social life, and an increase of crimes of 
violence. Our workers, recognizing 
that, feel that what our politics in 
Great Britain should be striving for at 
the present time is reconciliation, 
resumption of trade and a basis of 
understanding among the mass of the 
peoples of Europe that will make the 
sudden declaration of a great war an 
impossible event in the future. 

I ought to say that I believe—and in 
this, perhaps, the men of Great Britain 
would not agree with me—I believe 
that the enfranchisement of women, 
and the great increase of women 
members of our trade unions, has 
something to do with the moral recoil 
that undoubtedly is manifesting itself 
in the mass of the workers against war, 
militarism and its implications. 
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INTERNATIONAL ASPECT OF TRADE 


Now as to what has happened to 
our trades: I am going to take the 
cotton trade, because, obviously, that 
is a trade that will be of interest to 
American readers. In Lancashire, as 
you know, we have a teeming popula- 
tion employed in the cotton industry. 
My home is in Manchester. Within 
twenty miles of the heart of Manchester 
we have actually a larger population 
than within twenty miles of the heart 
of London. We have a great number 
of large towns thickly populated, and 
the prosperity of those towns depends 
on the cotton trade. We get our raw 
cotton partly from America, partly 
from Egypt and partly from other 
places. This cotton is spun into yarn, 
woven into cloth, and made up into 
garments. The greater part of the 
results of this cotton industry is 
designed for the export trade. It is not 
realized how important the markets of 
Central Europe were to this industry. 
Oldham and Bolton are two large 
spinning towns. Bolton is largely a 
spinning town and Oldham is almost 
exclusively a spinning town. Forty 
per cent of the cotton yarn spun in 
these towns used to be exported to 
Germany. A fairly large percentage 
used to be sent to Austria and to 
Central Europe. 

Today Germany wants to buy that 
cotton yarn even more eagerly than 
she bought it in 1914. Austria wants 
it very badly. I visited Vienna this 
last summer and in the first-class hotels 
in Vienna there was a famine in such 
humble things as towels and table 
napkins. I was also told that in the 
homes of the people there was a 
tremendous shortage of necessary un- 
derclothing for the children, and that 
the women were suffering greatly from 
the same shortage. And, to a certain 
extent, this is also true in Germany. 
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Great Britain is like a shop-keeper in a 
neighborhood where all his customers 
have become paupers. The Germans 
can not afford to buy our cotton yarn, 
not because they do not want to buy 
it, not because we do not want to sell it, 
but because, owing to the depreciation 
of the value of German money, follow- 
ing on the reparations treaty and the 
continued uncertainty of the political 
and economic relations of Europe, 
they cannot afford to pay the price 
that we must obtain, with the result 
that almost 60 per cent of our spinners 
are unemployed. 

A large proportion of our industrial 
class are working perhaps one week out 
of three, and this is not confined to 
spinners. Take our next process, 
weaving. We weave very large quan- 
tities of thin cotton cloth of various 
kinds for export to China. The China 
trade was a trade of very great im- 
portance, indeed, to Manchester ship- 
pers, and Manchester shippers were a 
very important part of the industrial 
fabric life of Manchester. China’s 
customer for many of her goods was 
Russia. She sold very large quantities 
of tea, and very large quantities of silk 
to Russia. But the Russian market is 
closed and China has no output for 
these goods on her northern and west- 
ern frontiers. What isthe result? The 
result is that China has neither the 
money nor the credits to buy great 
quantities of cotton cloth. The weav- 
ers then, are in as bad a position as 
the spinners, and our shippers and our 
warehousemen are in as unfortunate a 
position as are both the spinners and 
the weavers. 

It is not only, of course, the China 
trade that is closed to us, but in many 
parts of the Levant and in the Near 
East, our markets, owing to the dis- 
turbed state of the various countries, 
are unableto absorb the usual products, 
and the Indian situation complicates 
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and makes even more difficult the 
position of the cotton trade in Man- 
chester. We feel in Great Britain, in 
our relations with the other powers in 
Europe, as if the one crying need of the 
day was a realization of fundamental 
facts. Today not only do we have 
international art and _ international 
drama and international music, but 
we also have international finance, 
international trade, and international 
industry. So closely articulated and 
so closely interwoven are these things 
that a dislocation such as has followed 
on the great European war and on 
that very ill-conceived peace treaty, 
and such as has followed on the boy- 
cott of Russia, makes it clear that 
without peace and without reconcilia- 
tion there is no very happy prospect in 
front of the great mass of the inhabi- 
tants of Europe. 


OPENING THE RvusstAN FRONTIER 


We feel—and in this I am, perhaps, 
touching on difficult ground—we feel 
that probably a good deal of moral 
indignation has been wasted on what 
has gone on in Russia. We feel that 
probably the affairs of Russia, the in- 
side economy of Russia, the form of 
government that the majority of the 
Russians apparently chose, is a matter 
of more concern to Russia than it is to 
outsiders. 

When I came over in the Cedric 
some time ago to America, we were 
held up overnight within the three 
mile limit, and immediately all those 
good Britishers who wished to buy a 
drink on board a British ship were 
unable to do so because of your pro- 
hibition laws in America. We might 
have just as well said, I think, we 
Britishers on board the Cedric, “‘ This 
is a tremendous interference with 
personal liberty, and we don’t like the 
American government because of it,” 
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as utter the criticism of Russia with 
which we have become familiar. 
Much that is happening in Russia is 
on all four’s with the point I am trying 
to make about prohibition. You may 
not like it; I may not like it; the people 
in Great Britain may not like it, but 
what goes on in Russia and the form of 
government that Russia desires to have 
is no more the affair of Great Britain 
than it is of America. When you chose 
to set up a Republic, it grieved us, but 
you made your own choice, and so have 
the Russians. We feel in Great Britain 
very very keenly that probably if we 
are ever going to have what we hope to 
have, a peaceful and a_ reconciled 
Europe, if we are not going to have so 
many people living on the verge of 
starvation, if we are not going to have a 
repetition of that horror in the Balkan 
region, if we are never going to have 
these things again—we must somehow 
or other open the frontiers of Russia 
and obtain the raw materials she has 
in such abundance and the markets she 
is willing to offer. If we did that, we 
might probably take a very great step 
forward to what is absolutely essential 
in Europe if our political relations are 
going to be successful, and that is, the 
reduction of the inflamed spirit of 
nationality and the realization among 
the great mass of the inhabitants of 
Europe that although you are a good 
Frenchman, or a good Britisher, or a 
good Spaniard, or a good German, that 
that is not enough; that in a world of 
international art, of international litera- 
ture, of international finance, inflamed 
nationality is impossible, and that 
probably what is the matter, with 
Europe today is the clashing of the 
two ideals of national and international 
citizenship. Nationality must flow 
beyond frontiers, and must extend, 
so that citizenship, as well as trade 
and industry and commerce, goes 
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beyond the outer boundaries of one’s 
own country and become continental 
and inter-continental. 

I think that in Great Britain, 
partly, as I said, through the knowl- 
edge of the coarsening effect of the 
War, partly through this prolonged 
period of unemployment, partly be- 
cause of the realization of the awful 
sufferings in central and _ eastern 
Europe, we are having a very sound, 
compulsory education in an _ inter- 
national outlook. We feel probably 
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By MLLe. 


T seems to me that,as Norman Angel 
has so well pointed out, the chief 
cause of the War rested on the action 
which nations, because of an expanding 
population and increasing industry, 
were forced to take in order to insure 
the best conditions possible for their 
people. They were pushed to terri- 
torial expansions and an exercise of 
political and military force against each 
other. 

We have considered nations as rival 
units but it seems from the results of 
the War and the recent consequences 
also of the peace treaty that a great 
economic law has been ignored; which 
is, that the politics of nations being 


closely integwoven with economics, 
the economics of nations are closely in- 
terdependent. 


Now during the War we put in com- 
mon our men, our goods, our food and 
the means of transportation. Just after 
the Armistice, instead of keeping those 
instead of what 
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The New International Spirit and the Failure _ 
of Nationalism 


that in the years that lie ahead of us 
we in Great Britain will never again 
be quite so closed in within our little 
island but be able in a more liberal 
spirit to realize that we cannot have 
those clashing ideals; that a narrow 
nationality and twentieth century 
realities have to be reconciled, and 
the only possibility of reconciliation 
lies in burying all those abstract ideas 
about justice and revenge and repara- 
tions and beginning again in a new 
spirit and with a new ideal. 


THERESE PorTrecHER-ARNOULD 


French Delegate of the Women’s International League, Member, Committee of Relief for 
Russian Children 


was left of our resources—not only with 
our former allies but with our former 
enemies, and even the neutral countries 
as well—instead of uniting our efforts 
on both sides in order to get the confi- 
dence on which credit depends, instead 
of utilizing the labor of demobilized men 
to start reconstruction work at once, we 
returned totheold traditions of an obso- 
lete nationalism. We opposed to the 
sensible conception of codperation, the 
notion of each one scrambling for him- 
self; we returned to the medieval no- 
tions of booty, of spoils, and we began 
to deprive Germany of her means of 
producing by taking the coal mines of 
the Saar and also by not lifting the 
blockade for nearly sixteen months, or, 
perhaps longer. Yet, the liabilities of 
France rested onthe ability of Germany 
to work for the restoration of the in- 
vaded North of France. 

Then, too, what about the Balkani- 
zation of Central Europe? There are 
districts which are industrial and dis- 
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tricts which are not mdustrial, and each 
needs the other in order to live; but they 
have been cut off from one another. 
What have we now? Instead of estab- 
lishing a European Federation of 
States, in imitation of the United 
States, which, has common trans- 
portation and the same system of 
customs and currencies, a federation 
which would have been good for 
Europe, we returned to our false na- 
tional pride, with the result that now 
Central Europe and Russia are still 
starving or at least, very much im- 
poverished. In Russia, Austria and 
Germany ever since the War there has 
been industrial unrest. There were 
upheavals in Italy and in Germany for 
a time. If France cannot collect the 
indemnity due by Germany she will be 
a bankrupt. England and the neutral 
countries who have a higher rate of ex- 
change are suffering from unemploy- 
ment and there are numerous business 
failures. Europe just at present is in a 
state of economic chaos. There are, of 
course, tremendous problems to be 
solved now on account of the mistakes 
which have been committed. 

It would have been possible just after 
the Armistice to have had quite a dif- 
ferent solution, because there were 
tremendous hopes among the liberal 
parties. They claimed at the time to 
be in favor of the Wilsonian fourteen 
points. They were all for peace in 
France. There was no niilitarism at 
this time; there was no nationalism at 
all; we were all rejoicing in the hopes of 
everlasting peace. But now what have 
we? We have bitterness; we have 
resentment; we have mistrust and fear, 
not only between the former enemy 
countries but also between the Allies. 
We have to face this fact. We have to 
be very frank about it, as that is the 
only way to try to find efficient 
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REPARATIONS 


Let us now speak very frankly about 
this problem of reparations. I not 
only want to discuss the interest of 
France, but I want to discuss it in a 
very disinterested and scientific spirit, 
if I can, for in so doing I am sure to 
present the views of some of our best 
economic experts. This reparations 
problem is the crucial problem now. 
For instance, if we want to make Ger- 
many pay by force, in turn we have to 
pay for a tremendous army. One or 
two months ago, $17,000,000,000 had 
already been paid by Germany; most of 
it has gone for France’s military ex- 
penditures. Secondly, if Germany is 
to pay she must have a big export trade. 
She must have some means of raising 
money. Now that means the revival 
of German industry, and that revival 
has begun. There was a boom in 
German industry which was helped 
by many business men, not only of the 
neutral countries but of the allied 
countries, who invested in marks— 
and what happened? Marks began to 
decrease; marks were sinking down 
lower and lower, so that after that, 
while the Germans realized some 
benefits, when they wanted again to buy 
raw materials (which they have to buy 
from the other countries because their 
own reserve is exhausted) they found 
that, even with the benefit they had 
realized, they had to pay such high 
rates that they were working at a loss. 

Now I want to show that when we 
try to hit our neighbor economically, 
sometimes we hit ourselves harder. 

General Foch said, “We are here to 
make you pay and you have to pay. 
We don’t mind if you can’t pay; you 
must pay.” Germany tried to raise 
money. She had to buy foreign cur- 
rencies. Then she paid. There was a 
sudden influx in France and allied 
countries of money, but there was still 
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the same amount of goods to be sold, so 
that the price of commodities was raised 
and money depreciated. 

Another instance also: If we want 
confiscation in order to solve the 
problem, let us confiscate, let us invade. 
But, then, our credit will decrease be- 
cause our credit, as I told you, rests on 
the ability of Germany to pay and 
Germany will be paralyzed and unable 
to pay. For instance, in April, 1920, 
when our French armies went to Frank- 
furt and to the Ruhr Basin, a dollar 
was worth nearly 18 francs, which 


meant that the franc was going 
down and down. That is just one 
example. 


If we make Germany pay by her 
labor, by sending us raw materials, 
there is in France a strong opposition 
from our own builders and contractors 
in the North of France, and also from 
the new factory owners who have built 
their factories just because they wanted 
to sell to the French people and to ex- 
ploit the North of France. I say “ex- 
ploit,” which is rather a strong word; 
I mean, they want to have an outlet in 
the North of France for their goods. 
But what if the North of France is 
overflooded by cheap German goods? 
It means really that if we stick to the 
old traditional policy, we shall have to 
ask ourselves, “Shall France be half, or 
even three-quarters ruined, in order to 
make Germany utterly ruined?” Is 
it a good policy, even for our own 
country? The remedy, it seems to me, 
is first to give up the old traditions of 
narrow nationalism. We have to start 
a new international spirit. There is 
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no other remedy for it. We must 
start a new ideal, and put patriotism on 
a higher plane. You know that for 
election purposes we had the slogan, 
“Germany will be made to pay,’”’ but 
it does not work now. Our own people 
can see that, especially our working 
classes, who are heavily burdened by 
indirect taxation, for indirect taxation, 
as you know, burdens most the poorer 
classes and aiso keeps the price of 
commodities very high. 

Unemployment in France is also be- 
ginning to be felt, though France is still 
self-supporting on account of her large 
rural population. Yet even this rural 
class is now threatened with heavy 
taxes. 
I think we must, then, give up our 
tradition of nationalism, and most of 
our working classes and most of our 
liberals, who are many more than you 
imagine in this country, are in favor of 
this solution of the problem. They are 
also discussing now—though it is, per- 
haps, very indiscreet on my part to tell 
you so—whether the general cancella- 
tion of debts would not be better for 
each party. They think, also, that 
perhaps we should have to float inter- 
national loans. In order to help Ger- 
many to pay us we have already had to 
float loans to Germany, a scheme which 
seems rather ludicrous. We must 
realize that we shall not get out of this 
vicious circle, this tangle, of the repar- 
ations problem if we do not oppose a_ 
policy of good will, of co6peration based 
on sound, economic sense and under- 
standing to the obsolete conception of 


spoils and war indemnity. _ ve 
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( NE of the most important factors 

in restoring the balance of Europe 
and the world is that part to be played 
by Germany. Is Germany going to 
base her system on the old methods of 
autocracy and secret diplomacy, or is 
she willing to codperate in the concert 
of European powers? 

Germany today is a republic, a 
democracy based on her new constitu- 
tion. But that is not enough. This 
new democratic constitution must be 
carried out in a democratic spirit; her 
political system must be based on 
non-violence and understanding. This 
is in the view of all forward-looking 
German men and women the only way 
for her to win the confidence of the 
world. For all of us in Germany who 
knew the mentality of pre-war and 
war-Germany, realize that the organi- 
zation of the world depends just as 
much, at least, on moral principles and 
forces ‘as on economic. In order to 
rebuild Germany, some synthesis of 
economic and moral energies, therefore, 
must be found. 

Germany has gone through so many 
changes and upheavals during the War 
and during the revolution, that she 
has to concentrate much of her work 
on the resettling of her internal affairs, 
but the test for a political renewal is 
largely her management of foreign 
policies. We have, as you know, at the 
head of our department of Foreign 
Policies Dr. Walter Rathenau, a very 
able man who merits the confidence of 
the world, since he is willing to co- 


operate with our neighbors on the 
basis of negotiations and mutual under- 
standing. 

When J left Europe I pes of the 
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treaty between Germany and Russia 
that had just been drafted at Genoa. 
As I was on board ship I did not see its 
text, but I hope it is based on full 
renunciation of profit on either side 
and on organization and reciprocity. 

Russia has an immense stock of 
goods which Germany needs, just as 
Russia needs Germany’s technical 
skill and initiative. It was the fear of 
Bolshevism in Germany, as in some of 
the other countries, that up until very 
recently prevented an alliance with 
Russia, but is not Bolshevism a symp- 
tom of sickness at the soul of the 
Russian people, just as militarism was 
of the body of the German people? 
Both will be abolished if the barriers are 

laid down and a free exchange of goods 
is guaranteed. 

Reciprocity is the basis of all foreign © 
policies today. German relations to 
Russia will be greatly facilitated by the | 
new agreement between Poland and © 
Germany, according to which the 
liberty of transit through the territory 
of Poland is granted for goods passing 
between Germany and Russia. 

One of the most important steps in 
the direction of the peaceful develop- 
ment, not only of Germany but of the 
whole Continent, is the solution of the — 
Upper Silesian. question. You will 
remember that this question was 
referred by the Supreme Council to the _ 
Council of the League of Nations, after 
England and France, as a result of the 
unsatisfactory plebiscite, were unable 
to agree on the frontier between 
Germany and Poland. Three towns 
with a German-speaking population, © 
Kattowitz, Beuthen and Koenigshu- 
ette, I think they were, had been given 
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over to _— T he text of the new breeds brute force, which means 
treaty has not yet been published in destruction; what Europe needs today 
American papers, but one of the most is productive work and peaceful re- 
important points of it isthat the troops construction. 
will now be withdrawn on either side, The problems of Europe are the 
for during the last month this corner of problems of the world. America is 
Europe has been in constant danger of involved in them. The rehabilitation 
new atrocities and cruelties on both of Germany, as of Europe, is dependent 
sides. I hope that the withdrawal of on America. Thus her codéperation 
the troops will stop new complications. with Germany is needed. Free ex- 
It is the Upper Silesian question, more change of goods on the basis of free 
than any other, which shows only too trade is the only solution of the eco- 
clearly that conflicts will never be nomic chaos. Free trade makes for 
settled by brute force. Brute force international peace and relationships. 
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EVER has a nation been faced 
by a graver responsibility or had 
a greater opportunity for good than 
the responsibility and opportunity 
which are right in front of America 
today. If America accepts the re- 
sponsibility and uses her opportunity, 
the world will move forward under 
American leadership to a state of well- 
being never hitherto attained. If, 
however, America refuses responsibility 
and neglects her opportunity, then 
every nation including America will 
sink into unprecedented poverty. 
Before the world was so closely 
bound together by economic, finan- 
cial and other ties, each nation had to 
live its own circumscribed life and to 
be content with that degree of well- 
being or ill-being brought about by 
the unavoidable fluctuation in the 
volume of its annual production. But 
ever since the introduction of the rail- 
way, the steamship and the banking 
system created a great volume of 
international trade, these conditions 
have gradually disappeared, and now 
if any nation falls into misfortune 
almost the whole world shares that 
misfortune, while if any nation enjoys 
prosperity, all the world shares in its 
good fortune. Hence the extremely 


_wide fluctuations in the fortunes of 


individual nations which occurred in 
former times have become much 


1Sir George Paish is also the author of The 
British Railway Position, 1902; Railways of Great 
Britain, 1904; Capital Investments in Other Lands, 
1909-10; Savings and Social Welfare, 1911; 
Railroads of the United States, 1913; A Perma- 
nent League of Nations, 1918.—The Editor. 
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less violent and every nation makes 
more regular and more nena 
progress. 

The increasing well-being of every 
nation, arising from the development _ 
of world-production and of world- | 
trade, has not only enabled the pro- | 
gressive nations of Europe to buy the 
produce and goods of other countries _ 
much more freely, but it has also per- 
mitted them to supply capital to 
nations which needed it, for the pur- | 
pose of opening them up to trade and 
developing their natural resources, 
thereby making their productions 
available to the entire world. Bn: 7 

America could never in so short a | 
space of time have attained the high - 
degree of prosperity she had reached 
prior to the War but for the supplies of 
European capital obtained for the con-. 
struction of railways in the ee 
tural and mineral districts. Nor could — 
America have developed her productive 
power in the wonderful manner she did _ 
had she not enjoyed wide markets for — 
her products in the densely populated 
countries of Europe. yes 

On the other hand, it would have : 

been impossible for the European na- 
tions to have maintained their rapidly -_ 
increasing populations but for supplies — 
of food and raw material, especially | 
cotton, from the United States. 
American people were assisted and sh < 
stimulated to produce freely in order 
not only to satisfy their own needs, but 
to send to Europe products in pay- | toe 
ment for foreign goods and services as 
well as for interest upon the credit or = 
capital one obtained from Europe. 
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Europe was a friendly banker to 
America, as well as a good customer. 
OF PosiTION 

The disaster of the War has com- 
pletely reversed this position. In 
consequence of the War and of the 
great demand for American produce 
at high prices, America has been able 
to repay the greater part of the capital 
which she had previously borrowed 
from Europe and, moreover, has been 
able to lend to Europe a very large 
sum of money. Therefore, instead 
of America’s needing a good foreign 
market for her produce in order to 
pay mterest and principal of the 
sums she has borrowed, she herself 
now needs to give a good American 
market to enable Europe to pay interest 
and principal on the sums she has lent. 
Before the War, America needed to 
sell abroad produce to the value of 
250 to 300 million dollars a year in 
order to pay interest to Europe on 
capital borrowed, whereas, now, she 
needs to buy from abroad, goods and 
produce to the value of nearly 1,000 
million dollars a year to enable a 
to pay the interest on well : 
the principal of the sums America ee 
lent. 
The American people have ceased 
to be world-debtors and have become 
world-creditors. From needing for- 


as 


eign banking accommodation they 
have become world-bankers. From 


needing mainly to sell, they now need 
mainly to buy. In fact, the War has 
changed America into a world-banker 
and a_ world-trader. World-banker 
implies world-trader, that is, one will- 
ing to sell goods on credit to other 
nations and to accept payment of 
interest and principal in other goods 
or produce. 

The extraordinary increase in the 
wealth of the British people, living as 
they do on a few small islands, is 
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entirely due to the - t that they 
became world-bankers and therefore 
world-traders, employing their capital 
wherever it could be profitably 


employed, supplying to other nations 
goods upon credit and buying from 
other nations whatever produce or 
goods these nations might desire to 


of 


sell in order to make payment 
credits granted. 


America as Wortp-BANKER 

The question which America has 
now to decide is whether she will 
remain a world-banker and become a 
world-trader, or whether she will 
endeavor to confine her banking and 
trading activities to the limits of her 
own boundaries. If America should 
seek to reverse her policy of recent 
years, then not only would she be 
unable to sell anything like the quan- 
tity of produce she has sold since the 
War began, but she would be unable 
to sell as much as she sold prior to the 
War. The present inability of Ameri- 
can cotton planters to sell their cotton 
in foreign markets would be not tem- 
porary, but permanent, and the exist- 
ing difficulty of selling American agri- 
cultural products to other countries 
would be intensified. The foreign 
demand for American mineral products 
would also permanently decline, while 
foreign buying of American manu- 
factured goods would entirely disap- 
pear. Nor would there be any ex- 
pansion in the American home demand 
to make good the loss of the foreign 
demand. 

With the loss of theirforeign markets, 
American cotton planters and pickers 
would be able to buy less, not more, 
food or manufactured goods. With 
the loss of the foreign demand for their 
products and with a diminished de- 
mand from the cotton states, American 
farmers would be compelled to buy 
fewer manufactured goods, and to use 
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the railways less freely. At the same 
time, the contraction in home demand 
for American manufactured goods, 
arising from the inability of American 
cotton planters and farmers to sell 
their produce abroad, would plunge the 
industrial and banking districts of 
America into great poverty. 

Upon the well-being of the rest of 
the world, the effect of the restriction 
of America’s activities to the limits 
of her own boundaries would be even 
more disastrous. The increasing 
production of American cotton, of 
American foodstuffs and of American 
manufacturing specialties the 
ability of the rest of the world to buy 
them, have hitherto immensely con- 
tributed to the expansion of world- 
prosperity, and if the peoples of the 
world were unable to obtain them in 
the future, a most distressing situation 
would arise. 

The War has most seriously reduced 
the power of Europe to grow her own 
food by reason of the very severe loss 
of manpower which it entailed. At 
the same time, war and civil war have 
immensely reduced the production 
of Russia, the country which, prior to 
the War, supplied the manufacturing 
nations of Europe with even more 
food than America did then or is doing 
now. If for any reason, such as lack 
of credit and the inability of Europe 
to make payment, America were 
unwilling to supply Europe with food 
at the same time that Europe’s own 
productions were small and no supplies 
from Russia were available, a large 
percentage of the people of Europe 
would inevitably starve. A situation 
would then be created over the whole 
of Europe similar to that existing in 
Russia. The starvation of Europe 
as well as of Russia would inevitably 
entail poverty and anarchy throughout 
the entire world, from which America 
herself could not ese: pe. 
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If Europe is to continue to buy 
American food, cotton, minerals and 
manufactures, it is obvious that Amer- 
ica must be prepared to give additional 
credit until Europe is able to make 
payment and America is willing to 
accept payment in goods and produce. 
At the present moment Europe needs 
her own goods for the purpose of 
repairing the war damage, and even— 
if America were willing to buy them 
Europe could not sell very much; but 
to justify herself in raising additional 
credit in America Europe must see— 
her way to the payment of theéinterest — 
and principal of such credits by means 4 
of her exports and by the services she 
is prepared to render to American 
tourists. With the present avowed 
policy of America to prevent = 
influx of imported goods and produce 
as far as possible, Europe cannot see 
how it will be possible for her to pay 
the existing annual sums she owes to 
America for interest and principal, 
leaving out of account the service of — 
the additional credits she requires. __ 

Thus one of the first things essential — 
to the rehabilitation of Europe is the 

‘abandonment by America of a policy 


designed to promote exports and to _ 


restrict imports, plus the full recogni-— 


tion of the actualities of the existing © 7 


situation in which America has no — 
longer to pay interest abroad but has © 
to receive large sums both for interest — 
and for principal, a situation that de-— 


mands at least as much willingness to 


import as to export. 

As soon as America makes it clear 
that she is willing to accept repayment 
of her credits, together with interest 
on them, in goods, produce and serv- 
ices, the credit situation will at once 
improve. It is obvious that Europe 
will be in no position to send immense 
of to United States 


| | 

A. 

| 
| 
ig | 
‘ 

| 

i) 
{ 

at 

3 

| 


in repayment of short credits, nor 
would the American people be willing 
to buy European goods in sufficient 
quantity to enable short credits to be 
redeemed. Credits of twenty-five or 
thirty years, carrying sinking funds of 
2 or 2} per cent per annum at the out- 
side, are essential both from the point of 
view of the lender and of the borrower, 
if Europe is to continue to buy from 
America at the present time. Credits 
to Europe must be financed by inves- 
tors rather than by bankers, and by 
securities and good bonds rather than 
by short bills. 

Owing tv the great fall in prices, 
which has largely resulted from the 
difficulty experienced by Europe in 
buying what she needs, the amount 
of the credit required from America 
is now much less than it was two years 
ago before prices had fallen. Never- 
theless, the sum needed is enough to 
absorb the whole of America’s sur- 
plus production of food, cotton and 
manufactured goods for the next five 
years, surpluses which will not be sold 
unless credit is granted. When a great 
structure needs to be rebuilt after a 
fire, the whole work must be completed 
if it is to be of real value. The task 
of restoring Europe demands that it 
should be carried to completion so that 
the various nations will have no diffi- 
culty in earning incomes large enough 
to enable them to become self-sup- 
porting and to repay the interest upon 
and principal of any credit that may 
be granted for the purpose of recon- 
struction. 

Last year, America’s excess of 
exports over imports was about £400 
millions sterling. If prices fall still 
lower, as they are likely to do until 
adequate credits are granted, it may 
be that the value of America’s surplus 
available for export will decline fur- 
ther, but on the basis of last year’s 
prices and allowing for interest upon 
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existing credits, Europe will probably 
need additional credits from America 
of about this sum annually for the next 
five years. This is about the sum that 
will be required if Europe is to restore 
her productive power, adjust her 
budget balances and reorganize her 
currencies. At the end of five years, 
however, Europe should need no fur- 
ther credit, and should pay annually 
whatever sum for interest is due, as 
well as a reasonable percentage of the 
sums borrowed. 


SECURITY AND PAYMENT 


America cannot be expected to 
grant these credits without adequate 
security and, if adequate security is 
to be given, Europe must adopt a 
policy that will completely assure 
American investors that, after the 
credits have been granted and spent, 
Europe will be able to repay her debt. 
This assurance can be given only if 
all the European nations greatly 
reduce their armaments, pursue a 
policy which guarantees peace and 
assist each other to recover from their 
injuries. Neither can it be given 
unless the American people are will- 
ing to accept payment of interest and 
principal of any credit in goods and 
services. 

It is clear that both Germany and 
Great Britain are still fundamentally 
strong and that their productive power 
is large enough to take care of any 
reasonable obligations they may incur. 
Credit granted by America to Europe 
must be based mainly on the ability 
of Germany and Great Britain to 
redeem it. 

Responsibility for the reparation 
of Europe has already been accepted 
by the German government, but the 
amount demanded for reparation is 
so large as to be beyond the power of 
any nation to pay it. If America 
could secure the adjustment of the 
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reparation aaa to Germany’s powers 
of payment, another great obstacle to 
prosperity would be removed. Amer- 
ica needs to discover how much Ger- 
many can and will pay annually 
towards the reparation of Europe, and 
how much America would be justified in 
lending to Europe in anticipation of 
Germany’s annual payments. Repa- 
ration can be paid by Germany over 
a long period of years, but the work of 
reconstruction cannot be delayed and 
credits need to be raised as the work 
proceeds on the security of Germany’s 
promise and ability to pay. 

The responsibility of collecting the 
annual reparation payments from Ger- 
many must rest with the nations to 
whom reparation is due. Neverthe- 
less, it is essential to bear in mind that 
the power of most of the nations of 
Europe to redeem any credit granted 
to them for reconstruction will greatly 
depend upon the receipt of reparation 
from Germany. If for any additional 
credits she grants, America were able 
to obtain the combined guaranty of 
the European nations receiving the 
reparation, backed by the willing 
promise of Germany to make reason- 
able reparation, the security of the 
credit would be unquestionable. Of 
course, this assumes that America will 
be willing to accept payment of interest 
and principal of such credit in world- 
produce freely. Unless America were 
willing to import the produce and goods 
that must be sent to her, and to receive 
the services which Europe could ren- 
der to her for interest and principal of 
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-- United States, the rehabilitation 


her credit, it is obvious that the credit 
could not be repaid even when Europe 


was restored. 
SUMMARY 


Thus the rehabilitation of Europe _ 
in large measure depends upon me 
following factors: 

1. Without the assistance of the 


of Europe will be impossible and 
trade depression, unemployment 4 
and starvation will grow 
intense. 
2. It is essential for America to 
maintain her position as “ world- 
_ banker” which she assumed dur- 
3. It is equally essential that Amer- © 
ica should now definitely assume 
the function of “ world-trader,”’ 
corollary of “world-banker,” 
and that she should not only sell 
her own productions freely, but 
one should buy without hindrance or 
restriction the productions of 
other nations. 
4. America must grant additional 
credit to Europe for reconstruc- 
tion purposes on the security of | 
German reparations plus the 
guaranties of the Entente nations, 
to the limit of her surplus sup- 
plies of produce and goods—_ 
supplies which otherwise she 
would be unable to sell. 4 
5. America must freely accept pay-— 
ment for any international cred-— 


she may grant in inter- 


national goods and services. 
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America’s Cooperation Needed for the Rehabilitation 
of Europe 
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LL well wishers to their kind can- 

not but deplore the present un- 

settled world conditions and the tragic 
results arising therefrom. 

The Great War would almost seem 
to have been waged in vain, for the 
high hopes which sustained the allied 
and associated peoples during its 
horrors have not been realized. We 
fought the War to get rid of Militarism 
and Europe still groans under arms— 
Europe has now as many men in uni- 
form as in 1913. We lived in the vain 
belief that release from the German 
menace would enable us to apply our 
means and resources to the plentiful 
production of those things which would 
bless and fertilize the homes of the 
people. And now we find ourselves 
engulfed in poverty deeper and bleaker 
than any in our pre-war modern expe- 
rience. 

What are the causes of this post-war 
anti-climax? As regards initial causes, 
there will, of course, be common agree- 
ment. The waste of war and the dis- 
location of trade and commerce were 
the first causes of our abnormal 
troubles. But it is now three years 
and a half since the War ended and we 
have made but little progress toward 
betterment. Yet the mere statement 
of the present troubles and of their 
initial causes would surely seem to 
indicate the road upon which we 
must travel to find and apply the 
remedies. 

The troubles are world-wide. They 
began with the War. The world has 
been thrown out of joint. There are 
countries which have neither credit nor 
productive power to create it, and there 
are others whose productive capacity 


is unimpaired but which have lost the 
markets wherein to sell. Hence un- 
employment and poverty with at- 
tendant evils! And these can be effec- 
tively dealt with only by the emergence 
and application of the same spirit of 
coéperation in which we waged the 
War. No small sectional or even 
national measures will suffice. These 
will be, as they have already been, 
submerged by the great ocean sweep of 
world-wide causes. We must deal 
with our post-war problems as world- 
problems and in the light of inter- 
related economic facts. 

But, alas! instead of being imbued 
with a coéperative spirit, nations and 
classes appear to be guided and ani- 
mated even more than in pre-war days 
by the spirit of conflict. Therein lie 
the causes of our present troubles. 
There is an ultra and irrational nation- 
alism on the one hand and an equally 
ultra and irrational inter-nationalism 
on the other. The first was born of 
the undue emphasis laid on the princi- 
ple of self-determination and it has 
produced a frenzy of spurious national 
feeling which scorches and blights all 
around it—especially in the newand the 
small states. The second is the prod- 
uct of that class-war teaching which 
has found tragic expression in Russia 
and which has also produced industrial 
conflict, with its loss and waste, in all 
lands—eighty-eight million working 
days’ product was lost in England 
last year by strike and lock-out. 

The first need of a disrupted and 
impoverished world, then, is a change 
of heart. But, as a means to that end, 
we need better international organi- 
zation in the light of facts regarding the 
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past knowledge of the true basis of 
hope for the future. 


LiquipaTION OF War PROBLEMS 

What are the facts? First, we 
should be clear about the War—how 
it came and what it involved. The 
democratic countries in Europe did 
not want war. It was forced upon 
them. They had either to accept war 
or accept dominance of an autocratic 
power. But, once war began, the 
allied peoples became committed, not 
only to the liberation of peoples sub- 
ject to alien rule, but also to the 
further task of guiding and guarding 
the new states during their essays in 
self-government. No man seemed to 
recognize that more clearly than 
President Wilson, whose noble ad- 
vocacy of the rights of peoples found 
an echo in all lands and became en- 
shrined in the League of Nations 
Covenant. But, if this be conceded, 
it then follows that all those who en- 
gaged in the War were committed to 
render their help in the liquidation of 
the problems arising out of it. The 
subject peoples became the wards of all 
who fought for their liberation. The 
liquidation of all the aftermath of war 
became, in fact, as important an obli- 
gation as the settlement of the terms 
of peace. Until that liquidation is 
complete, the War, in a very real 
sense, is still unfinished. It will not be 
finished until the nations are living in 
security or until minorities of race and 
of religion are assured of protection and 
opportunity for self-expression. Those 
were the ideals which animated the 
democratic peoples during the War, 
and they should have been regarded 
by the allied and associated govern- 
ments as the legitimate fruits of victory 
to be gathered in before separating. 

But now, in the light of these con- 
siderations, let me put some facts in 
regard to the attitude of the United 
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States in the War and after it. Let 
me put them bluntly and without 
circumlocution. After all, there 
should be perfect candor between 
friends. For the first three dreadful 
years of struggle, Europe sacrificed the 
best and bravest of its young manhood 
while the United States piled up 
profits in the manufacture of firearms. 
Only after three years did the United 
States begin to realize that Great 
Britain and her allies were fighting for 
American as well as for European 
freedom. From then on the United 
States poured out men and money in 
the winning of the victory in the field 
of battle but grew weary of well-doing 
when the destructive work of the 
soldier had to be laid aside for the 
constructive work of the statesman. 
The apparent unconcern of the United 
States in regard to this latter office has 
led to added trouble for Europe. 


CONSEQUENCES OF AMERICAN 


SEPARATION 


Take, for instance, the problems of 
the Near East. Delay in their settle- 
ment has enabled the Turk to rear his 
head again to resume authority over 
lands which he had blighted by his 
misrule and to regain power over the 
remnants of peoples whom he had al- 
most exterminated by his lust and 
ferocity. And there has been no word 
of concern from America, no offer of 
help to save. Yet Europe was led to 
believe by President Wilson that his 
fellow-countrymen were concerned 
about the Armenians and the Christian 
minorities who were under Turkish 
domain. Paris peace delegates were 
under the impression that the settle- 
ment with the Turk could be safely 
left till problems nearer home had been 
disposed of. But, when the Turkish 


settlement had to be made, the United © 


States was practically out of the 
picture and the subsequent situation, 
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aggravated by Greek chauvinism, was 
skillfully exploited by Turkish diplo- 
macy. 

Again, the failure of the United 
States to ratify the pact to protect 
France against possible future ag- 
gression has been a cause of bloated 
armaments in that country, which in 
turn have afforded a plea or pretext for 
bloated armaments in other countries. 
And, finally, the infant League of 
Nations, which was launched into 
existence under the guidance and in- 
spiration of President Wilson, has 
been left “in the air” by his fellow- 
countrymen. 

I submit then that on a consideration 
of the facts of the past, and especially 
of the events following upon American 
separation from the Allies, Europe 
could fairly claim reconsideration of 
her attitude on the part of the United 
States of America. Participation in 
the War and in the terms of peace 
constitute, in the light of subsequent 
facts, a claim for resumed participation 
by America in the reconstruction and 
rehabilitation of a disrupted world. 
We are all grateful for the initiative 
of the United States Government 
which led to the great conference at 
Washington! but what is needed is not 
only ad hoe conferences for special 
purposes but continued and sustained 
coéperation so that there may be a 
common policy maintained and en- 
forced by the weight of all concerned. 
Land and air armaments remain to 
be dealt with. And they fail to be dealt 
with in the light of another significant 
fact which has emerged from the War. 
Russia today largely determines the 
armaments of Europe. She has nearly 
a million and a half of men under arms. 
Poland is on the Russian border and 
can scarcely be expected, under ex- 
isting circumstances, to disarm and 


1Conference on the Limitation of Armament, 
Washington, D.C. November 11, 1921. 


4 Tar > 
54 Tue ANNALS OF THE AMERICAN ACADEMY a 


= 


put herself at the mercy of such a 
neighbor. France, also, makes common 
cause with Poland in fear of Red 
Russia, as well as of Germany, and all 
the other European countries follow in 
the wake. They have no option but to 
rely for security upon their own 
strength, for there is, as yet, no 
authority which can guarantee se- 
curity to them. In the absence of 
great states from membership, the 
present League of Nations cannot be 
wholly relied upon for safety. 

What is needed is a voice that will 
speak for all the nations of the earth 
in favor of disarmament and, after- 
wards, for the maintenance of security 
for each nation. If the United States 
would but again make common cause 
with all the European nations in the 
promotion of an all-embracing League 
of Nations a great step forward would 
be taken in the direction of such dis- 
armament and security. Until there 
is a common understanding between 
the United States and Europe—in- 
cluding Germany and Russia—and 
until there is the necessary machinery 
and sanction to give effect to it, there 
can be no guaranty of peace. Indeed, 
the world might now at any time be 
again plunged into war by sheer 
weight of metal. Russia has taken the 
place occupied by Germany prior to 
1914. 

How to bring Russia into the new 
comity of nations is the present 
outstanding problem, and the problem 
is the more difficult because of the 
animosities which have been en- 
gendered by war and counter-war 
waged on her territories since the 
revolution and because of the compli- 
cations arising out of the pre-war 


debts. 


REASSOCIATION, THE Hope or Europe 


A move of the United States in the 
direction of reassociation with Europe 
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would probably affect Russian as well as 
German mentality, and I am sure that 
such a move would be heartily wel- 
comed and responded to in England. 
We here look on helplessly at the waste 
in armaments of resources which are so 
sorely needed to restore the economic 
health of the nations, and we watch 
with alarm the working out of the 
narrow particularisms which are the 
underlying motives of the policies of 
some countries. There is, for instance, 
the growing tendency towards export 
taxes on raw materials—a form of 
economic warfare from which, by the 
terms of her constitution, the United 
States is precluded from taking part. 
There are as yet the unrestricted and 
growing air forces and there is the im- 
patience of labor everywhere and the 
propagation of wild theories by men 
and women who quite openly profess 
their hatred of the existing social order 
and their determination to destroy it, 
if they can. 

The safeguard for civilization as 
against revolution is by full coéperation 
between America and Europe. And 
I am sure that such coédperation would 
be in the interest of both, for the pros- 
perity of each is necessary for their 
common welfare. Take it on the low 
ground of cash. Europe is indebted 
to the United States to the tune of 
some ten thousand million dollars. 
She can pay all the easier in pro- 
portion as the way is found to her 
recovery. Failure to shoulder re- 
sponsibilities—except by general agree- 
ment—would have a most injurious 
effect on her credit. On the other 
hand, the United States may suffer 
from economic and industrial indi- 
gestion by pushing her claims too fast. 
Great Britain is making provision for 
payment of interest in October of this 
year in accordance with arrangements 
made with the United States three 
years ago; and, if there is no agree- 


ment to the contrary, she will con- 
ternal debts. Most other countries 


have, as a matter of fact, been paid off 
by Great Britain. But much of her 


debt to America Great Britain incurred 
are 


in respect to war-allies who 
also and independently indebted to 
her. 

This question of inter-allied and 
European indebtedness presents many 
interesting features. There are ques- 


tions of priority, of overlapping 


and of the element of time of payment 
as bearing upon trade. 
in fact, such a labyrinth of economic as 
well as moral consideration as might 
well form the topic of special exami- 
nation by experts and subsequent dis- 
cussion by delegates at a conference of 
the nations concerned. Credits and 


exchanges might, of course, be brought — 
There 


under review at the same time. 
are countries so poor and helpless that 
they tend to drag others down to their 


tinue to deal with the American debt _ 
as she has already dealt with all ex- 


It constitutes, 


level; there are fluctuations of ex- 


changes from day to day so violent ie 


to increase the difficulties of trade 


restoration. 


r 


discussed now at Genoa, but Genoa | 


These things, it is true, are ae 


suffers from the fact that United © 
States delegates are not present for 
United States codperation is in a 
special degree necessary for economic 
and financial rearrangement. The 
United States occupies a relatively 
strong position because of her com- 
parative independence. She holds two- 
thirds of the gold of the world and she 
has the raw materials and resources for 
sustenance of her people within her 
own borders. But, even so, she would 


gain by the gain of other countries, for 
her surplus manufactures would then 
find an outlet at present closed by lack 
of purchasing power of countries which 
have been most impoverished by the 
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War. And her ultimate good depends 
upon her power of absorption more 
than upon the power of debtor 
countries to discharge their debt obliga- 
tions. 


PossIBILITIES OF CoOPERATION 


I should like to see Genoa followed 
by another conference of all the powers, 
convened by the United States, at 
which the question of debts and in- 
debtedness might be treated as a world- 
problem rather than as a matter of 
isolated arrangement by debtor and 
creditor countries. I see no reason 
why neutral countries should not come 
in. They benefited by the War and 
might well be asked to bear some of its 
cost by underwriting some of its debts 
—an idea by the way which might 
also be applied to the liquidation of 
German liabilities for reparations. If 
there is no such conference, then I 
hope that the United States may be 
induced to come into some scheme of 
mutual help which may emerge from 
Genoa. But after all, either of these 
would be but a bad second best as 
compared with frank reassociation of 
the States in European affairs. 

When, therefore, I am asked what 
the United States can do to help 
Europe I can only say that, in my 
judgment, she can do but little in iso- 
artes but that she might do a great 


nt 


America’s codperation indispen- 
sable to European rehabilitation? 

Before I attempt to answer this ques- 

tion from my own viewpoint, it may 

be interesting to note the attitude of 


Self-Help Before American Cotperation in the | 
Rehabilitation of Europe 


By Joun Jacos RoGers 
Washington, D. C., Member of Congress from Meeehants 


deal in association. The Washington 
Conference did something towards 
world recovery and Genoa may do 
more, but neither of them would have 
been necessary if there had been full 
understanding and codperation be- 
tween Europe and America. I should 
like to see the problems which have 
emerged directly out of the War 
cleared out of the way as soon as 
possible and I should like to see the 
United States taking a hand in the 
clearance. Then the Supreme War 
Council would no longer linger super- 
fluous upon the stage and the course 
would be clear for an all embracing 
League of Nations in which the United 
States could take a leading part. 

After all, the conditions are different 
now from those obtaining two years 
ago. In the first place, there is a 
disposition now on the part of the 
League members to recast parts of the 
Covenant. And, in the second place, 
an International Court of Justice is 
now part of the League organization. 
It is the court for which the United 
States so long and honorably labored at 
the Hague and elsewhere. It is anal- 
ogous to the Supreme Court of the 
United States, and is indeed largely 
the work of Mr. Elihu Root, the 
eminent United States citizen. Will 
the United States come over and 
further help us? 


= 

Europe. If we are to accept the utter- 
ances of European statesmen, the 
answer is unquestionably in the affirma- 
tive—that American coéperation ts in- 
dispensable to European rehabilitation. 
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Oo Speaking at Genoa on April 26, 
e Lloyd George said, “I wish America 
ll were here. We want America because 
- she exercises a peculiar authority. 
d America could exercise an influence 
e no other country could command.” 
r Dr. Walter Rathenau said, “Never 
s did a nation hold the fate of the Con- 
e tinent in the hollow of her hand so 
e indisputably as does the United States 
r at this moment.” The Russian dele- 
= gates at Genoa said, “Financial assist- 
e ance from foreign sources is absolutely 
gy vital for the economic reconstruction 
d ‘of Russia.”” The context and other 
similar remarks by the representatives 
of Russia make it clear that they were 
8 alluding to the United States. 
n As recently as the third of this 
C month, during the debate at Genoa, 
C the necessity for American participa- 
» tion in any rehabilitation of Europe 
s was repeatedly mentioned. In con- 
‘ nection with the financial report, Dr. 
| Gomez of Portugal and other delegates 
emphasized the need of obtaining 
- American support for European finan- 
cial reconstruction. 
LikeELInoop oF A Retier PROGRAM 
l Of course, the views of European 
ministers cannot bind America either, 
(1) as to the course we should pursue 
or, (2) even as to the real truth, 
: whether, from the standpoint of Europe, 
American aid is vital. With these two 
points I shall deal later. First, I wish 
to discuss the likelihood that the 
United States, as a government, will 
embark upon an ambitious relief 
program. Such a program might take 
the form (1) of cancelling or modifying 
: the ten billion dollar debt now owed us 
> by Europe or (2) of advancing further 
, credits to the several countries of 
, Europe, in proportion to their need, for 
. the direct purpose of assisting in their 
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fiscal and economic revival. Speaking 
as a man in politics, and seeking to 
deal with the question as one of fact, 
stripped of any other consideration, I 
say positively that I am convinced 
that America will never embark upon a 
general program of debt cancellation 
or money grants or loans to Europe. 
The apparent exceptions seem to me 
only illustrations of the truth of my 
statement. Just before Christmas, 
Congress appropriated $20,000,000 for 
the purpose of supplying corn, seed 
grain, and wheat to starving Russians. 
Last month, Congress authorized the 
extending for twenty-five years of the 
payment of principal and interest of 
the debt incurred by Austria for the 
purchase of flour, on condition that the _ 
other creditor nations should do the 
same. There is now! pending before | 
Congress a bill authorizing the pay- 
ment to Liberia of $5,000,000, which — 
had been placed to the credit of that 
country in 1918 but never actually 
transferred to her in whole or in part. 
This bill passed the House May 10. 
by the very close vote of 148 to 139. 
These three instances evidence, I 
think, the extreme limit to which the 
American Congress—and I believe the | 
American people—is willing to go. 
We are prepared to appropriate money 
to assist in relieving actual famine or 
other physical distress, and we are 
prepared to make good our pledged 
word. Thus far and no farther will we 
go. Just possibly, where we cannot 
help ourselves, we may assent to 
postponement of interest payments. 
We will not, generally speaking, for-— 
give debts and we will not loan large — 
sums of money for European recon- a 
struction. Please bear in mind that I 
am discussing neither what Europe 
needs*to have us do nor what, as a =» 


1This address was delivered at the Annual 
Meeting of the American Academy, May 13, 


1922. Editor’s note. 
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matter of righteousness or for our own 
well-being, we ought to do. I am 
simply giving you my estimate of a 
fact and not of the wisdom or morality 
of a course of conduct. 


Tue Neep or Evropre 


_ We are now ready to appraise the 
condition of Europe as a whole today. 
That condition, as everyone knows, is 
deplorable. The three and one-half 
years since the Armistice have been 
marked by further retrogression rather 
than by anticipated progression. The 
continental countries, almost without 
exception, are deeper in the mire today 
than in 1918. The nations of Conti- 
nental Europe have made small prog- 
ress in balancing their budgets. Def- 
icits have arisen by leaps and bounds. 
All countries have been reluctant to 
impose the absolutely essential taxes. 
Instead, their printing presses have 
been busy turning out more and yet 
more paper money of constantly 
diminishing value. Their armies have 
been kept on approximately a war 
footing. The reparation policy of the 
victors—first its uncertainty and later 
its devastating certainty—has been a 
millstone about the necks of the van- 
quished; and the victors have suffered 
almost in ratio with them. 

What is needed? The cure cannot 
be made simple or enjoyable. The 
descent to an economic hell is easy; 
but the ascent therefrom is extra- 
ordinarily arduous. 

I quote from Dr. B. M. Anderson 
as follows: 


Taxes must be greatly increased and 
public expenditures greatly diminished so 
that current revenues will not only meet 
current expenditures, but will also suffice 
to permit some amortization of public debt. 
This does not mean merely that “budgets” 
must be balanced, since the term “‘ budget” 
is often a misleading term which omits 
major items of expenditure. Floating debts 
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must be funded into long-term issues. 
Drastic currency reform is called for, aimed 
at an early restoration of actual gold 
redemption. Fluctuating paper 
money is the most serious single impedi- 
ment to industrial progress in Europe. A 
rational, economic settlement of the Ger- 
man indemnity question must replace the 
political settlement dictated to Germany 
in the spring of 1921. Germany should be 
made to pay what she can, but France, 
Belgium, and Great Britain have nothing 
to gain by a continuance of the present 
demoralization of Germany. 


The financiers and premiers of 
Europe understand all this. The 
difficulty is political. Any ministry 
which today tried to do all these things 
would be likely to find itself tomorrow 
“on the outside looking in.” So we 
find the “manana” policy generally 
prevalent in Europe, and the return of 
sound fiscal methods becoming more 
and more difficult day by day. The 
prospect is not a bright one. Few keen 
observers breathe optimism for early 
rehabilitation. “It is imperative that 
European countries work, tax, save, 
restrict imports to necessities and above 
all reverse the mad policy of printing 
bank notes.” But at the moment 
neither the will nor the way to do 
these things is manifest. As Secretary 
Hughes has lately said, Europe must 
face the facts. Until she does, there 
is no health in her or for her. 


Tue Part or AMPRICA 


I have just recited the gravest 
difficulties in European economics and 
the straightforward, if the difficult way 
out. It will be noted at once that the 
remedies involve self-help rather than 
the aid of outsiders. I will go further. 
I will assert that even if America were 
willing to pour her hundreds and 
thousands of millions into Europe, 
these sums would not avail if Europe 
had not herself turned over a new 
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economic and governmental leaf. To 
do so would be to put a patch of 
new cloth upon a suit of decayed 
material. 

It is the “old wine and new bottles” 
idea all over again. No creditor of a 
corporation will pour more money into 
the tottering business unless it holds 
some promise of being able to utilize 
the new capital to advantage and pull 
itself out of the difficulties as a result. 
Such a transaction is sending bad 
money after good and impoverishes 
the creditor without alleviating the 
straits of the corporation. Self-help, 
I repeat, must come first. Of course 
Europe would be glad of “easy money,” 
but its state of mind cannot be 
evidential to us of America. 


Tue Practica, ProcRAM 


H Europe does her part; if she shows 
her willingness to sacrifice and struggle, 
what then? I believe that in time she 
could work her way out and regain her 
economic feet. But new capital would 
unquestionably simplify and shorten 
the struggle. The greatest reservoir of 
new capital is America. 

Mr. Hughes has, on two recent 
occasions, thus explained the . next 
step: “Credit does not precede, but 
follows confidence, and the first re- 
quirement of those who demand justice 
and security is to give justice and 
security.” And again, only recently, 
he said, “Russia needs credit, but it 
is idle to expect credit unless there 
is a basis for credit. That basis for 
credit cannot be supplied from the out- 
side. That basis for credit has got to 
be supplied inside of Russia.” And 
what is true in the case of Russia is 
true in its degree of the rest of 
Europe. 

Governor Harding of the Federal 
Reserve Board, in an address delivered 
last week, put the whole case into two 
sentences. ” have no doubt,” he 


- eancel the debts nor make large and 


said, 
this country recognize the great bene- — 
fits which would accrue to American © 
agriculture, commerce and industry 
from the economic and political stabili- — 
zation of Europe, but the destinies of 
European nations are, after all, in 
their own hands. When those things 
are done which are necessary to win | meet 
the confidence of American investors 
it would be found that not even the © 
tragedies of the World War can change _ 
the immutable law that money and 
credit tend to flow where they can be 
most safely and profitably employed.’ 
Assuming that Europe embarks 
upon a policy of practical and a 
sacrificing self-help, and assuming that 
the American government will neither 


general government loans to Europe, | 
what is left? How can American 
capital be made available for Europe? 
There are three major possibilities: 
(1) By the expenditures of American a ie 
tourists in Europe. This, while well — 
enough as far as it goes, is a relatively 
small matter—perhaps $200,000,000 
or less a year. a 
(2) By the exchange of American | 
capital for European commodities im- 
ported into America. This involves 
the whole question of the protection — 
of American industries, with which, | 
for many reasons, I do not care to deal 
here. It may, perhaps, suffice to say — 
that, in my opinion, the purchase of 
European goods in sufficient quan- 
tities to give Europe in exchange 
American capital in sums at all - 
adequate for her needs would result 
in the most extreme business depres-_ : 
sion that this country has ever known; < ; 
and that would be disastrous alike to i * 
America and to Europe. 
(3) The third possibility of on 
nishing American capital to Europe 
is as the result of purchasing European 
securities by American individuals and 
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private corporations. Such purchases 
cannot be forced. Investments of 
this nature come as a result of con- 
fitience on the part of the investors 
and nothing else. 
Recent ForeiGN INVESTMENTS 
Recent transactions of this character 
are of interest. From January 1, 1922, 
to April 14, 1922, there have been float- 
ed in the United States foreign loans 
amounting in the aggregate to at least 
$350,000,000. (See appendix to this ar- 
ticle, page 161 for details.) If the rate 
for the first three and one-half months 
of 1922 is maintained for the remainder 
of the year, the 1922 total will mean 
that about one and one-fifth billions of 
dollars of American capital have in one 
year been invested in foreign securities. 
It is important to notice the geo- 
graphical distribution of these invest- 
ments: $109,000,000 has gone to the 
Netherlands and her colonies; about 
$84,000,000 has gone to colonies of the 
British Empire, $70,250,000, to Canada 
and $13,500,000, to Australia; $63,- 
500,000 has been invested in Latin 
America. The remainder, less than 
$100,000,000, has gone to the rehabili- 
tation of Continental Europe. Of this 
sum, about $70,000,000 has entered 
France. Roumania has received four 
and one-third millions, and Czecho- 
slovakia, 14 millions. Both these last 
mentioned loans were negotiated within 
the last few weeks, and unquestionably 
represent recognition on the part of 
American bankers and investors of the 
fact that these two countries are mak- 
ing a conscientious effort to achieve a 
sounder fiscal régime. 
It is, however, a noteworthy fact 
that only about one-fourth of our 
foreign loans is going to our European 
associates in the World War, who 
certainly need our capital most. The 
reason is of course clear: the investors 
of America are not generally satisfied 
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that such loans present a reasonable 
degree of security. 

In spite of dangers and doubts as to 
European investments, we are loaning 
abroad at the rate of over a billion of 
dollars a year. All this vast sum goes 
directly to the rehabilitation of the 
rest of the world. In my opinion this 
general method is as far as America 
will go in giving succor to Europe. 
It follows, of course, that the greater 
the sum invested in safe European 
offerings of securities, the larger the 
usefulness of the part of America in the 
revivifying of Europe. 

But even here, from the standpoint 
of America, there is a peril which must 
not be overlooked. The serious con- 
dition caused in the United States 
today by the large exportation of 
‘apital prompted the State Depart- 
ment, in March, to issue a warning to 
American bankers, and to express a 
desire to be more fully informed on 
prospective foreign loans. It is ob- 
viously true that every American 
dollar exported is hors de combat as far 
as its employment in America goes. 
A single dollar cannot work on both 
sides of the Atlantic. 

Secretary Hoover said recently: 

A billion dollars spent upon American 
railways will give more employment to our 
people, more advance to our industry, 
more assistance to our farmers, than twice 
that sum expended outside the frontiers of 
the United States, and there will be greater 
security for the investor. 


Mr. George M. Reynolds, of the 
Continental and Commercial National 
Bank of Chicago, says: 

Any proposal to furnish Europe with 
more capital should receive the closest 
scrutiny. Ifcertainofthe European nations 
are impoverished, their position will not be 
greatly improved by America’s financing 
sales of goods without adequate considera- 
tion of the risks involved or thought of the 
extent to which capital should be exported. 
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Berore AMERICAN COOPERATION 


If Europe is impoverished, improvement of 
the condition of her peoples will not be 
brought about by forcing America to the 
same condition. Toomuchemphasis can be 
placed on what America can do for Europe 
and not enough on what Europe can and 
must do for herself. 


Or, as Mr. Schwab puts it, “A 
prosperous America can help the world, 
but a prostrate America cannot.” 

I cite these authorities to show that 
in the judgment of many we must not 
go on indefinitely, even if conditions 
are otherwise auspicious, in making 
investments in Europe. To do so will 
cripple our own business life and bring 
about domestic disaster and industrial 
stagnation. And, from the trans- 
Atlantic standpoint, Europe needs a 
strong America today almost as much 
as in 1917 and 1918. The policy of 
America must be to pull Europe up; 
not to allow ourselves to be pulled 
down. 


Is AMERICAN COOPERATION 
INDISPENSABLE? 


And so I deviously come to the 
question which is the topic for this 
section. 

Theoretically the answer is, “No.” 
Europe could, if she had the deter- 
mined will and courage, regain eco- 
nomic stability without us. Practically 
speaking, what shall we answer? I 
find it difficult to give a yes or a no. 
Perhaps we can safely say that Amer- 
ica could greatly curtail the route back 
to a normal Europe. But, as we have 
seen, neither the cancellation of debts 
nor the adoption of the role of a Lord 
Bountiful seems likely to command the 
support of the American people. Nor 
is the exchange of European commodi- 
ties for American dollars a_ safe 
expedient, save within rather narrow 
bounds. American capital will, how- 
ever, within suitable limits of amount, 
be available hereafter, as in the past, 
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for attractive offerings of European 
securities. 

To this extent only, as I read the 
future, will America play a direct 
financial part in the rehabilitation of 
Europe. The sooner Europe learns 
this the better. Waiting for a rich 
uncle to make a large gift is a danger- 
ous pastime for the nephew. The 
salvation of Europe lies through the 
thorny path of self-help. Whatever 
else might be—even whatever 
ought to be—I believe the foregoing | 
statement is the literal fact. We shall 
do a kindness to Europe if, without 
equivocation or uncertainty, we make 
known our position. 


APPENDIX 


Annexed hereto is a list of some of 
the securities, enumerated in general 
by countries only, which have been 
floated in America—and in 


January L 1922, and April 14, 1922. 


Securities FLoATep tn AMERICA, 
JANUARY 1, 1922, ro Apriz 14, 1922 


January 
Dutch East Indies.......... 
Province of Ontario, Canada. 
Dept. of the Seine, France. . . 
Provi ince of Alberta, Canada. 


Total for January......... 


February 
City of Melbourne, Australia. 
Queensland, Australia....... 
New Brunswick, Canada... . . 


Argentine. . 

Midi R. R. of France. ; 
Canadian National Railways. 
Framerican Company . 
Province of Manitoba, Canada 


10,000,000 
2,250,000 
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| 900,000 
15,000,000 
25,000,000 
4,000,000 
3,500,000 
5,000,000 
292,500,000 
ye 
$2,500,000 
11,000,000 
2,000,000 
Netherlanc 29,000,000 
City of Me 5,000,000 | 
Total for February........ $51,800,000 | 
March 
27,000,000 
2,300,000 
11,000,000 
12 
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March—Continued 

Dutch East Indies........... $40,000,000 
P.L. M. R. R. of France..... 30,000,000 

of Buenos Aires, 
City « of Soissons, France 6,000,000 
Newfoundland . 6,000,000 
Canadian General Electric. . 5,000,000 
4,350,000 
Sugar Company of Cuba...... 1,000,000 
Total for March. ........... $149,900,000 

April 1 to 14 inclusive 

Dominican Republic. ........ $6,700,000 
Province of Alberta, Canada. . 3,000,000 
Czechoslovak Republic. ...... 14,000,000 

of City of Rio de Janeiro, 
13,000,000 

Bell Telephone Company of 
15,000,000 


why Province of Ontario, Canada. . 
‘Total for first half of April.. $53,700,000 


Grand total, January 1, 1922, 
to April 14, 1922........ 
This rate if maintained for the entire 
calendar year 1922 would represent 
total American investments in foreign 
securities of just under $1,200,000,000. 
As a matter of fact, the actual figures 


$347,900,000 


‘g Reconstruction of International Good Will 


NE of the peculiar characteristics 

of the human mind is that while 
it has been taught that the world is 
round, it continues to think in terms 
of the earth with a flat surface. This 
is demonstrated by the fact that 
humanity does not appreciate that 
certain practices cannot go on, or cer- 
tain occurrences happen in a distant 
and so-called isolated nation, without 
affecting the rest of the world. How 
few realize that the emotions, thoughts 
and actions of the people of South 
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probably are and will be conshderably 
larger. I make this statement because 
the figures quoted in general involve 
only the more important issues and 
only those which have come to the 
attention of the State Department, the 
Federal Reserve Board, or the larger 
banks of New York. 

The known investments of American 
capital in foreign securities during the 
calendar year 1921 were $628,000,000. 
Thus the total known foreign invest- 
ments of America from January 1, 
1921, to the middle of April, 1922, 
were just under a billion dollars. 
Of this, investments in Canada account 
for $267,000,000; in France, $200,000,- 
000; in the Netherlands, $109,000,000; 
in Brazil, $102,000,000; and in the 
Argentine, $91,000,000.2_ These five 
countries—only one a European ally— 
thus account for nearly 80 per cent 
of our foreign investments. 


?The foregoing figures are converted into 
dollars at approximately the present rates of 
exchange. Fractions of millions are usually 
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Africa necessarily interweave with 
those of the people in our land? 

Just as we have learned that all 
utterances are caught on sound waves 
and circle the earth, so any action of 
any group of people in any one place 
of the world sends forth vibrations 
that cross and recross and interweave 
with the daily existence of those of 
distant lands. As the stone tossed into 
the center of the pool causes wavelets 
to reach the circumference and disturb 
the entire pool, so the actions of any 
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one nation may affect all those on 
the earth’s surface. 


UNIVERSAL MEANS OF 
bee, 


COMMUNICATION 


Second thought reveals a remarkable 
situation in the means of communica- 
tion between the peoples of the world. 
If we stop to consider, we must realize 
that the Christian religion, while car- 
ried by the superb efforts of mission- 
aries from one hemisphere to another, 
and assisting in keeping the “open 
door,” has so far failed to reach many 
millions among other nations; that in 
the Orient today myriads of people do 
not know Christianity any more than 
by a name. 

Art is much less a common tie than 
religion. There is no tongue or 
language by which there is universal 
communication. 

In all this world, there is but one 
universal means by which men com- 
municate, bringing them together and 
establishing joint interest, and that is 
through business channels. Trade is 
the carrier of the thoughts of one 
nation to another. Hence, insofar as 
nations are concerned, the spiritualiz- 
ing of trade becomes the most im- 
portant question, individually as well 
as collectively. 


PoTENTIAL Sources or INTER- 
NATIONAL Discorp 


One of the great troubles that the 
world at large is trying to meet in its 
present attempt to stabilize itself, is 
that it has discovered but has not 
made practical application of some- 
thing which the business world has 
known for a long time, namely, that 
business has become internationalized. 
Back in the days of Carthage and 
Venice and of the glory of Spain, the 
business of one nation, through govern- 
mental forces, established its zones of 
influence among other nations. And 


£. 


than ever before. Hardly any one 
nation is free from the charge of 
seeking zones in the territory of 
another. It may be that it is a wise 
thing for the business interests of one 
nation to maintain spheres of influence 
in the territories of other nations, 
though the experience in history up to 
date has been to the contrary. 

It is also true that facilities for 
quick movement in the world have 
caused the buyers of nations to group 
themselves together and go into the 


markets of other nations, using all of . 


the possible tactical advantages of 
organization that they have obtained. 


Invariably, however, this policy reacts 


to the detriment of the domestic 
market, and in all of this moving and 
shifting of situations, there is rarely a 
case in which the one who is doing the 
buying has in mind the thought of 
benefiting either the domestic con- 
sumer of his own country, or the 
initial producer of the country in 
which he is buying. Between the ul- 
timate consumers and the initial pro- 
ducers of the world, there have grown 
up groups of distributors who have 
at least a potential power of working 
to the detriment of the common 
people of the several nations. More- 
over, they have the constant tempta- 
tion to work for their own particular 
advantage, and their incentive for 
gain is so strong that they do not pro- 
ject their minds into the future and 
visualize the results and effects which 
may come from their acts. 

There is still another thought-line 
that weaves its way into this problem. 
Despite the various means of inter- 
national communication, the ultimate 
consumers of one nation have no 
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these zones of influence were the sore 
spots of the country which they en- 
compassed. 


Today we are witnessing a closer 
linking up of the peoples of the world 
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assistance from the producers of other 
nations in the face of the modern sys- 
tems of distribution. And in addition 
they lack information. 

A famine in India is a thing un- 
known to or unheeded by most of the 
producers of America. The over- 
supply in the Argentine is registered 
in the trading markets of Russia when 
Russia is normal, but is brought to 
the attention of the farmer of Russia 
in such a way, if at all, that he has 
nothing by which to guide him. 

Today, since the world has been 
brought together within limitations 
much closer than were the geographical 
lines of a nation of fifty years ago, it 
becomes more necesssary than ever, if 
the ultimate consumers and the initial 
producers of the world are not to be 
helpless, that there be some means of 
communicating to them what is going 
on as to the state of the markets or 
crops in the rest of the world. Thus 
there confronts us in this whole situa- 
tion, a problem of international com- 
munication which is stimulating enough 
to excite the keenest of imaginations. 


Goop WILL—tTHE Stine Qua Non 


In seeking after the means for the 
reconstruction of international good 
will, there are many remedies sug- 
gested, each of which contains some 
features of value. The problem is to 
find the one which goes to the source, 
and is not simply a surface remedy. 

Much is being said about reorgan- 
izing the finances of the world, about 
reparations, debts, loans, etc. These 
matters will have to be attended to, 
but will they reach the source of the 
present international disease, which, as 
I see it, is lack of faith of individuals 
and groups of individuals in each 
other? 

We may perform operations on our 
international patient and change his 
avenues of distribution, We may 
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rewrite the legal formulas of the world. 
In fact, we may do many things, all 
of which will be helpful and inciden- 
tally necessary to bring about a read- 
justment of the economic fabric of the 
world. But in the last analysis will 
they be of permanent healing value? 

Today, we have a wonderful cure 
for surface cancer in radium. The 
radium cure may stay disease if it 
is local. But if the source of the 
trouble is in the blood, the cancer will 
reappear in some other part of the 
body. Today, we are dealing with a 
cancerous situation involving the ar- 
teries of trade, and one which cannot 
be localized. 


GuivE-Posts ror TRADING 
NATIONS 


A recent decision of the Supreme 
Court of the United States sets up a 
standard which, it seems to me, the 
nations of the world could well adopt 
as the principle upon which their 
peoples shall trade with one another. 
It says that fair competitors shall not 
lend themselves to practices “opposed 
to good morals, because characterized 
by deception, bad faith, fraud, or op- 
pression, or as against public policy 
because of their tendency unduly to 
prevent competition or create mo- 
nopoly.” 

Here is a broad general standard 
which all men of all nations could 
agree to without reservation. If we 
remove the negative from this declara- 
tion and translate it in terms under- 
standable by the ultimate consumers 
of the world, it would amount to this: 
that trade shall be carried on in free 
and open competition wherein the 
ultimate consumers of all nations shall 
have the benefits resulting from prices 
unrestricted by artificial means for 
goods sold on the basis of quality, 
service and the advantages of location. 

Looking at these requisites in the 
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light of human history from earliest 
times down to our own day, we find 
they have invariably brought universal 
satisfaction to the ultimate consumer. 
Whenever he has been deprived of 
their benefits, or when they have been 
restricted by artificial means, either 
he has revolted or the nation to which 
he belongs has gone down into ob- 
security. 

The universal satisfaction which 
obtained whenever this policy, that 
trade must be governed by principles 
of fairness and good faith, was followed, 
and the constant recurrence of such a 
policy in nations while they were 
youthful and virile, leads to the conclu- 
sion that such principles are governed 
by forces as permanent and necessary 
in the life of man as the forces of 
nature. The adoption and putting into 
effect of such a definition of business 
will clear the arteries of international 
trade and purify its life-giving prop- 
erties in such a way that all of these 
other elements of international rela- 
tion, financial, political, etc., shall have 
some permanency and the surface 
disease resulting in local disturbances 
may be localized and treated, and 
reduced to a minimum so far as the 
world’s peace is concerned. 


Means or INTER- 
NATIONAL Farr COMPETITION 


Undoubtedly, the approach to the 
solution of the problem of international 
fair competition for the benefit of the 
ultimate consumer will be through the 
process of a treaty. By such means 
commissioners could be empowered to 
draft not only the definition but also 
the machinery for the vitalizing of the 
functions comprehended within the 
definition of fair competition. But 
the treaty provisions could reach only 
those needs which are determined in 
advance and specifically set forth in 
the convention signed. Experience 


has shown that this is not sufficient. 
The question is primarily not legal but 
economic. Unfairness is predicated, 
not so much upon the deed itself as 
upon the intent and purpose of the 
deed and its effect upon others whose 
rights have been infringed. And this 
intent and purpose cannot always be 
predetermined. 

Such a situation has been met in 
domestic legislation by the commission 
form of organization. In our own 
country, unfair competition is pro- 
hibited by law, and the Federal Trade 
Commission is given the power to 
receive and consider complaints arising 
from violation of the law. The ad- 
vantage of the Federal Trade Com- 
mission lies in the fact that it is an 
active and independent agency, acting 
primarily in the public interest, 
whose duty it is to consider this phase 
of business relations, to review each 
case presented in the light of its cause 
and effect, and to serve, not as a 
punitive body, but with the authority 
to issue an order to cease and desist 
if violation of law is determined. The 
Commission has made possible the 
expeditious handling of complaints, 
both large and small, without the long 
and expensive processes of litigation. 

It has been the experience of in- 
dustrial and trade commissions in this 
and other countries, that preventive 
measures are more productive of 
public good than punitive or paternal 
measures. ‘The business concern, to 
whom is issued an order to cease and 
desist from an unfair practice, in 
ninety cases out of a hundred, changes 
its course without appeal to the courts, 
and, at the same time, serves as an 
example to others who may be charge- 
able with the same practice. 

Why cannot this experience within 
our own nation be applied in a larger 
sense to the family of nations? The 
idea of a permanent 


international 
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tribunal is not a new one. In 1915, 
the Pan-American Financial Confer- 
ence in Washington considered the 
development of a “Pan-American 
international code of what shall con- 
stitute fairness in trade,”’ such a code 
to be sustained by the nations and 
peoples of the Western Hemisphere, 
and interpreted and executed by a 
Pan-American tribunal. 

In 1920, the Pan-American Financial 
Conference proposed the creation of 
an inter-American tribunal for the 
adjustment of questions of a commer- 
cial or financial nature involving two 
or more American countries, and the 
determination of such questions by 
law and equity. 

The Court of Arbitration, organized 
by the Conventions of the Hague of 
1899 and 1907, and the Permanent 
Court of International Justice, as 
provided by Article 14 of the Covenant 
of the League of Nations, include 
provisions for the submission and 
settlement of disputes between nations, 
but it is very doubtful as to whether 
the scope of these tribunals could be 
extended to include commercial dis- 
putes between nationals, or whether 
their machinery and procedure would 
be adapted to the litigation of such 
disputes. 

The only practical illustration of 
such a tribunal is found in the opera- 
tion of the commission established in 
1902 for the purpose of administering 
the Brussels Sugar Convention. This 
treaty provided for the suppression of 
direct and indirect bounties on the 
production and exportation of sugar, 
and the regulation of import duties. 
It was signed by nine European coun- 
tries and later joined by Peru, Russia, 
Switzerland and Luxemburg. The 
commission was in continuous and 
successful operation for sixteen years, 
or until the expiration of the treaty 
in 1918. It appears to have proved 


the efficacy of such machinery to 
abolish and prevent evils in inter- 
national trade which, by common 
consent, are conceded to be harmful to 
all the nations involved, but which are 
beyond the ability of any one nation 


alone to handle. The Sugar Commis- 
sion pointed the way to a new form 
of international body, along the lines 
of economic investigation rather than 
legal adjudication. 


With experience pointing toward a 
commission form of administration, 
one’s thoughts naturally turn to the 
functions of the Federal Trade Com- 
mission of the United States, and the 
question arises as to whether its 
procedure could be adapted to an 
international trade commission which 
would be practical and yet not cause a 
surrender of sovereignty on the part 
of those nations coming before the 
commission. 

Let us suppose an unfair practice 
arising on the part of the business 
interests of Italy against the business 
interests in France, acting in contra- 
vention of the definition of unfair 
competition laid down by the Supreme 
Court of the United States, and of 
fair competition as I have hereinbefore 
defined it. 

Consider an international trade 
commission sitting to hear complaints 
and the charges of the Italian business 
interests against the French lodged 
with this commission. Certain lines 
of procedure based upon informality 
and quickness of action would be re- 
quired in order to bring the question to 
a speedy issue before the commission. 
The commissioners in the supposed 
case would, as in all cases, be drawn 
from representatives of countries other 
than those of the litigants appearing be- 
fore the commission. Having heard the 
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evidence, the commission would make 
findings dismissing the complaint, 
or finding those before it guilty and 
setting forth in detail the practice 
condemned. In the event that the 
charges were sustained, the commis- 
sion would draft a form of order re- 
quiring those guilty to cease from the 
practices complained of. The order 
would be returned to the proper 
authority of the nation in which those 
chargeable were citizens for whatever 
enforcement that nation might see fit 
to make. 

The publicity given to the findings 
and the record made, would be so 
revealing to the nations whose citizens 
were being charged, that, undoubtedly, 
it would have very much the same 
effect as does the publicity given to an 
order of the Federal Trade Commission 
with respect to domestic business. 

The history of our own country, as 
well as of modern nations generally, 
shows that once a whole people is 
informed of and thoroughly under- 
stands a political, social or economic 
evil, it will sooner or later react against 
it and set in motion forces for its elimi- 
nation. Christian nations have in the 
long run placed themselves on the side 
of good morals, righteous principle and 
a just cause, even though temporarily 
influenced or dominated by corrupt 
individuals or groups. I believe hu- 
man experience has amply proved the 
truth of the old Latin adage, Tandem 
bona causa triumphat—“The good 
cause will triumph in the end.” 

Undoubtedly, it is the determination 
of the facts by an independent non- 
partisan body like the Federal Trade 
Commission which has the salutary 
effect, rather than the enforcement of 
orders. Moreover, in order to stimu- 
late an incentive for fair competition 
such an international trade com- 
mission could in its findings place upon 
a roll of honor those who were found 


in its investigations to have sought to 
sustain the definition of fair competi- 
tion and to have refused to enter into 
unfair methods of competition. 


FurtTHER POSSIBILITIES OF 


COMMISSION 


To such powers and functions as I 
have roughly outlined should be added 
an investigatory force which could be 
constantly gathering data of the 
conditions of world trade. Through 
the wireless and other means, it 
could keep the ultimate consumers of 
all the nations informed of the state 
of the markets so that there could be, 
to a great extent, an elimination of the 
hazards of shipping goods into specu- 
lative markets; and at the same time 
the initial producer and the ultimate 
consumer could be put on a parity with 
the distributing forces of the world in 
such a way that there could be no 
manipulation of the world markets. 

With the dual power of informing 
the nations as to world situations and 
needs, and at the same time stopping 
unfair methods of competition, or trade 
practices through their exposure to the 
various nations of the world, the com- 
mission could so open up and keep open 
the channels of world trade that there 
would be a free flow of commerce, 
leaving the initial producers and the 
ultimate consumers in a_ peaceful 
state of mind and the markets of the 
world stabilized in a way that would 
minimize either famine or over-produc- 
tion. 

To bring all this about would be 
no easy task. Undoubtedly, such a 
commission would stagger and stumble 
frequently, just as all other com- 
missions have done, until they had 
demonstrated their feasibility and 
usefulness. There is, however, un- 


questionably, a sufficient residuum in 
the minds of men of every nation to 
give suchan organization their support, 
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in order at bates to move, if nothing 
more, toward eliminating this greatest 
cause of war from the international 
arteries of trade. 

My answer, then, to the question of 
American coéperation in the security 
of the industrial and financial situation 
in Europe is in the affirmative. I 
believe America owes it to herself and 
to the rest of the world to become a 
party to permanent plans looking to an 
- economic rehabilitation of Europe. 
The fundamental motive, as I see it, 
that should prompt us in shaping a 
policy of that kind, arises out of the 
fact that the nations of the world are 
today linked together with one uni- 
versal community of interest. Vital 
interests of our own nation are inter- 
woven too closely with those of Europe 
to permit any permanent policy of 
~ aloofness in world commerce. 


Coéperation of this kind would not 


MERICA can coéperate in the re- 
habilitation of Europe actively or 
passively, whichever way she may 
elect. But she will have to choose one 
method or the other. Try as she may 
America cannot ignore Europe, even if 
she chooses a passive part. Such 
passivity, if attempted, would mean a 
tremendous struggle, far more difficult 
_ for our country to live through than 
our nation as a whole comprehends. 
It might easily result in a struggle for 
our very life as a people. 

The active codperation of America 
in the rehabilitation of Europe, on the 
contrary, would undoubtedly result in 


Europe 
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mean entangling relations. It would 
not mean a surrender of our own rights, 
or a denial of America’s lofty ideals and 
aspirations. It would be responsive to 
the assertions of the other nations that 
in our position, as the leading industrial 
and commercial nation of the world, 
there rests upon us the sacred duty of 
rendering a service to the world and 
in a larger sense to humanity. 

In this hour of stress the age-old 
question is again being asked by 
worn-out nations: “What good can 
come out of the American Nazareth?”’ 
My answer would be: Let America 
blaze the path of human progress; 
reéstablish and purify the one tie 
that binds together all of the peoples 
of the earth—international commerce 
and trade—by basing it on the rock 
foundation of good faith and justice, 
and giving it propulsion by practical 
machinery which will make it effective. 


such an acceleration in the recovery of 
world-trade, with all of its blessings to 
the people of every nation, that we 
soon might not realize that we were in 
any struggle at all. The only difference 
in effect between America’s active or 
passive codperation would be the 
element of time before world recovery 
—time which might mean generations, 
but which would, in reality, be time 
measured by human suffering. 

If we believe that the prevention of 
human suffering should be under- 
taken by those who find themselves in 
position to do so, we must believe in 
the active codperation of America with 
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Europe in the present crisis. Should 
we be of a mind to ignore human 
suffering, we may hold that American 
aid is not indispensable to European 
rehabilitation, for time will cure the 
trouble in the end no matter what we 
do. If we are selfishly inclined, how- 
ever, we must bear in mind that if we 
do not exercise every means within 
our power to restore Europe to sanity, 
we shall not escape without misery and 
unhappiness in the United States. 

War means killing, stealing and 
destruction. In the World War, with 
millions upon millions of individuals 
engaged in such pursuits, and many 
times as many millions wishing them 
success in such work, it was inevitable 
that the right to live, the right to 
property and the right to liberty 
consistent with the rights of others, 
should lose their values in the minds of 
the multitudes. Added to such degen- 
eracy of mentality were the nervous 
strain of the war and the privations 
suffered by millions because of it, 
all together making for a reduced 
morale that can be overcome only by 
time. Recovery, too, is delayed be- 
cause such a mental condition is 
fertile ground for the words of the 
false prophet, and the radical agitator 
has had a willing audience. As the 
minds of men recover their balance, 
such teachings will lose their force, 
except among the very ignorant. 
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Of the warring nations, the United 
States suffered the least, and when we 
stop to realize how seriously the 
mental atmosphere in America has 
been affected, we can readily under- 
stand how much more difficult it is 
for the European nations to re- 
cover their mental balance. Probably 
the Congressional Record shows more 
clearly than any other source what 
mental chaos has existed in the United 


States. Common sense seems to be 
playing a stronger and stronger part, 
however, and the mental atmosphere 
of the United States is gradually 
clearing. The influence of this develop- 
ment is certain to be felt in Europe, 
even though, unfortunately, its action 
is slowed up by statements, made for 
home-consumption, by politicians who 
ought to know better, that when 
quoted in foreign newspapers are very 
misleading as to America’s attitude 
and understanding. If American poli- 
ticians would be a little more careful 
of the feelings of foreign peoples, such 
care would go a long way toward 
helping to bring about a better inter- 
national understanding. 

Before America can actively help 
Europe we must be able clearly to 
separate causes from effects. The 
causes are only two: the destruction of 
morale, as shown in the world-wide 
dishonesty and selfishness, and the 
destruction of things physical. The 
effects are many, the most important 
being an unequal world-trade, followed 
by trade barriers and a disruption of 
the foreign exchanges, and a tremen- 
dous individual and governmental 
waste, followed by unbalanced govern- 
mental budgets and inflation. 

The greatest difficulty in the way of 
the restoration of those things physical 
which were destroyed, lies in the state 
of the world morale. It takes credit 
for construction, and credit without 
honesty is impossible. We can prob- 
ably understand more clearly Europe’s 
need for us if it is first expressed in 
terms of our need for Europe. 

Whether the economic rehabilitation 
of Europe is necessary to the people of 
the United States of America, is 
entirely dependent upon their attitude 
toward life. To such of our people as 
are content to live an animal life, a 
mere existence from birth to death, 
without thought or desire beyond 
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satisfying the physical craving of the 
moment, Europe is no necessity. The 
conveniences of living which particu- 
larly make for cleanliness of mind and 
body and opportunity for study and 
development, play no real part in the 
lives of such people. As long as 
America can keep them in common 
food and supply shelter for their 
mindless bodies, the rest of the world 
has no meaning to them, nor do they 
need it. But where can you find such 
people in America? Do they exist 
anywhere in the whole wide world? Is 
it conceivable that the offspring of 
any people without the divine life 
spark could rise above the clay of their 
forefathers or pass on to future genera- 
tions that which they themselves 
never possessed? From out of the most 
stupid peoples of the earth, now and 
again, have come great minds which 
have caused waves of increased in- 
telligence to spread over many nations. 
Unless the germ of the desire for 
knowledge and progress lay within 
such peoples, no prophets could have 
been born among them. 


PrRoGRESS AND NATIONAL INTERCOURSE 


In order that we may grow, our- 
selves, and increase our understanding 
of all those things which go to make 
for beauty and real happiness in the 


world, we must exchange our resources 


and the products of our constructive 
genius with those of the men of other 


- nations; otherwise, we not only lose in 


comfort and efficiency ourselves, but 
we fail to understand perfectly the 
minds and art of other men. Although 
man seems to learn from the experi- 
ences of others very little that has to do 
with conduct in life, yet with all things 
scientific we make progress only as we 
build upon the past and the present. 
Man’s span of life is not sufficient to 
enable him to make discoveries or 
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inventions of moment without the 
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accumulated knowledge of generations, 
together with an understanding of the 
current discoveries of other men in his 
own line of work. 

Since intercourse between nations 
has been accelerated through the 
inventions of modern times that have 
to do with transportation and com- 
munication, the development of science 
has moved forward in leaps and bounds 
and much is now understandable to 
the child that was hidden to the man 
even among our forefathers in America. 

With all our progress in the United 
States we can still learn much from the 
older nations: integrity of trading, 
from one; art, from another; science, 
from a third, and something of many 
things from each. Our trade and inter- 
course with Europe must be kept up 
if each generation is to move forward 
in its development. While trade is 
apparently merely an exchange of 
surplus commodities between those 
who produce or control them for the 
primary purpose of making a living, 
yet actually it serves to make life 
worthwhile. Increase in the conven- 
ience of living is not necessarily of the 
nature of luxury, although it may 
partake of that, but its real good lies 
in the increase in efficiency of human 
effort which it induces and makes 
possible. The electric light is a con- 
venience and undoubtedly a luxury, 
but its real value lies in its efficiency. 

The same is true of the telephone, the 
steam engine, the automobile and all 
other labor-saving devices. Increase 
in the efficiency of men enables them 
to work better while they work, and 
gives them more time for mental devel- 
opment. 

Since the War, due to increased 
plant capacity and better methods of 
production, the United States can 
produce far more of many things than 
its citizens can use or consume. If it 
would give work to its people and 
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produce such surplus it must be able 
to exchange it for the surplus of other 
peoples. 

America needs Europe, which means 
that every American citizen needs 
Europe. We need Europe in order 
that we may grow mentally and 
physically through the exchange of 
ideas and the exchange of commodities. 
For the same reason, every country in 
the world requires Europe, and as the 
people of the United States are depend- 
ent upon other countries which in 
turn need the trade of Europe for their 
better development, it might be said 
that arbitrage of dependency takes its 
place before the arbitrage of trade and 
exchange. 

The world needs the buying power 
of Europe created through the produc- 
tion of Europe. It can have such 
buying power only when Europe is 
again able to produce a surplus of 
things that the world requires. Before 
this is possible the scars of war must 
begin to heal, national hatreds must 
be dissipated, devasted regions must be 
rebuilt, faltering nations must be 
revived, false teachings must be cor- 
rected, wasteful habits must be cur- 
tailed, unsound financing must be 
stopped, and there must be economic 
and political peace. 

A little detail may be helpful to a 
better understanding of these general 
statements. 


INTERDEPENDENCE OF TRADE 


Formerly, Russia used to purchase 
tea from China and India. Since the 
destruction of the buying power of 
Russia by the Bolshevists, such pur- 
chases have been so curtailed that 
China and India have lost a part of 
their buying power. This has re- 
sulted in a smaller demand upon the 
cotton mills of England for the cotton 
manufactures that China and India 
ordinarily imported from Great Britain, 
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which, in turn, decreased the require- 
ments of England for American cotton. 
This reduced the purchasing power of 
the cotton farmers of the South and 
seriously affected the domestic trade of 
the United States in every line where 
such farmers were wont to buy, a 
consequence which again lessened the 
purchasing power of such interests, etc. 
etc. The original circle was completed 
through importations from Russia by 
Great Britain, some direct and some 
through Germany. Another interest- 
ing chain affecting cotton was the 
purchase of glassware from Czechoslo- 
vakia by India, which sold jute to 
Great Britain to obtain the sterling 
exchange necessary to make payment 
to Czechoslovakia which, in turn, 
bought, with the proceeds, cotton in 
the British market that Great Britain 
had imported from the United States. 
Again, Germany bought furs from 
Russia which she paid for by exports of 
cotton cloth made from cotton bought 
in the United States with the proceeds 
of the sale of the Russian furs in this 
country. It would be possible to recite 
for hours similar instances, many cover- 
ing four or five countries in different 
parts of the world. While it is not, of 
course, claimed that the direct proceeds 
of exchange received in each case were 
used exactly as stated, yet in principle 
they were, because exchange is drawn 
from what might be called pooled 
balances and the curtailment of trade 
unquestionably developed partly along 
these lines. 

Often we hear the thought expressed 
that the United States should sell 
direct to every country in order to 
obtain the exchange necessary to pay 
for the things which it requires from 
each country. If it were possible to 
work out such a scheme, it would 
represent a tremendous waste to the 
world and would result in a greater 
cost to us of the things that we buy. 
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Such methods would represent a return 
to barter on a huge scale, with all of its 
needless friction and waste—methods 
that civilization discarded long ago, 
except when needed to meet emergen- 
cies. Different peoples are efficient in 
different ways: some, in the production 
of food or raw material; others, in the 
manufacture of special articles by hand, 
by machinery, or by combination, and 
others, in distribution and accounting 
or, in other words, transportation and 
trading. Such differences in efficiency 
are due to climate and natural re- 
sources of countries, and temperament 
and character of peoples. Raw ma- 
terials of many kinds, which can be 
obtained only from certain countries, 
enter into the original manufacture of 
many things and they must be brought 
together along lines of least resistance 
which include efficiency of peoples in 
their manufacture and also ease of 
distribution to the points of manufac- 
ture and of demand. 
Compatability of nationalities also 
has a great deal to do with efficiency 
in trade. The only reason why the 
United States should try to do all of its 
trading direct would be that of selfish- 
ness, and yet from the very standpoint 
of selfishness we should not interfere 
with the arbitrage of trade where it 
exists along the lines of least resistence. 
It is because of this fact that, when 
- governments, on account of wars or 

of so-called social reasons, step in and 
_ try to bring into the control of a few 
individuals the countless points of 
contact in trade that have been de- 
veloped between millions of persons 
from their striving to make a living for 
themselves, ultimate disaster is sure to 
follow. The world is now passing 
through just such a period and a great 
part of the present trade difficulties are 
to governmental intervention, 
: because of the War, which took trade 
- out of the hands of experts and put it 
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in the control of politicians. From the 
so-called social reasons for govern- 
ment’s going out of its province to take 
over the business of its citizens, we 
have before us the spectacle of Russia, 
a country of vast resources utterly 
ruined and its people starving to 
death by the millions. Just how far 
these terrible lessons will go toward 
preventing their repetition depends 
upon what the world has learned from 
them—and that no man knows. iy 
DEPENDENCE ONIMPoRTS 
What would the life of Americans 
be without imports from other nations. 
From imports our table is supplied with 
sugar, coffee, tea, cocoa, fruits, nuts, 
fish and many other things of almost 
daily consumption. Our bodies are 
clothed with woolens, linens, silks, 
laces, furs and many little conveniences 
made from rubber, vegetable ivory, 
hair and imported hides, tannin and 
other commodities. Our houses are 
supplied with furniture made from 
mahogany and other imported woods, 
with carpets, rugs, mattings, glassware, 
china, paintings, books and an innu- 
merable number of small conveniences 
and works of art. Our means of com- 
munication and transportation for both 
business and pleasure depend upon 
importations that go into parts of 
our locomotives, automobiles, trucks, 
tractors, and telegraph and telephone 
systems. Rubber alone enters into 
our daily life from morning until night 
in many forms, such as tires for auto- 
mobiles and trucks, hose for airbrakes, 
fire prevention and conveyance of liq- 
uids in manufacture, insulation for 
electric power and light, cable service, 
telephone and telegraph, rubber shoes, 
coats, gloves, surgical supplies, fountain 
pens, washers, parts in typewriters and 
a great many other articles in constant 
use. Our roads are paved with im- 
ported asphalt. Our string, rope, bags 


i 


and bagging used on farms and in our 
factories, shops and homes are made 
from imports of fibre and textile 
grasses and their manufactures, whose 
total import value constantly exceeds 
$100,000,000 annually. Our imports 
include chemicals, drugs and dyes to 
the amount of nearly $200,000,000 a 
year and tremendous values in tobacco, 
mineral and vegetable oils, copper, tin 
and asbestos, and, for our farmers, 
fertilizers and seeds. Every American, 
no matter what his position in life may 
be, is benefited by our imports for the 
length and breadth of his days. When 
Europe does not supply our imports 
directly or indirectly she buys them 
herself from the countries of their 
origin, thus forcing quantitative pro- 
duction, with its saving of waste, and, 
at the same time, increasing the pur- 
chasing power of other nations. 

For all of these wonderful conven- 
iences in living we pay withthe products 
of our cotton and grain farms, our 
mines and our great manufacturies, 
and our people find employment and 
opportunity for happiness. Again, we 
may truthfully say that every Ameri- 
can, no matter what his position in life 
may be, is benefited by our export trade 
in a very great way. 

The rehabilitation of Europe, then, 
is necessary to America. Is America 
necessary to the rehabilitation of 
Europe? 

In the first place, Europe needs 
America in order that her people may 
grow in efficiency, ability and in- 
telligence, even as America needs 
Europe. But how can America aid 
Europe to take her proper part in 
trade with America again, a recovery 
which is the essential thing for both 
since it leads to all else that is of 
value in the intercourse between 
nations? 

First, what does Europe require in 
order to secure her rehabilitation? 
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1. A better morale. 

2. The elimination of class and national 
enmities and hatreds. 

3. Such peace agreements among the 
nations as will bring about a reduction of 
armies and their cost of maintenance. 

4. Broad commercial treaties between 
the European nations themselves. 

5. A reduction in governmental waste 
and the balancing of budgets. 

6. The stoppage of inflation through 
issuance of paper currency and continuing 
increases in governmental floating loans. 

7. Settlement of the German reparations 
on a positive basis of payment that can and 
will be lived up to. 

8. Settlement of the inter-allied in- 
debtedness, as to what part, if any, shall 
be cancelled and how payment shall be 
made. 

9. Elimination of the Russian menace. 

10. A general return to sound business 
practice and increased production which in 
connection with satisfactory progress in 
the other requirements will serve to stabilize 
the exchanges, bring the countries of 
Europe back to a gold basis and reéstablish 
the trade of the world. 


Second, what can America do to aid 
in the rehabilitation of Europe? 


1. Set a good example through the 
exercise of common sense and honesty: 

(a) By continuing to reduce our own 
governmental waste with every force 
which can be brought to bear. 

(b) By defeating the bonus raid on 
the United States Treasury and con- 
centrating our expenditure for our 
soldiers toward the relief and rehabilita- 
tion of disabled veterans and the ex- 
tension of opportunity for vocational 
training and land settlement. 

(c) By considering contemplated legis- 
lation from the standpoint of the good 
of the country as a whole as opposed 
to the desires of classes or groups for 
special privileges. 

(d) By confining the activities of 
government to the judicial regulation 
of those things necessary to protect 
the rights of all the people and not be 
led by false prophets into governmental 
operation of any kind whatsoever. 
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(e) By the greatest possible co- 
operation between capital and labor 
along lines aimed to increase produc- 
tion and decrease discontent. 

(f) By exercising the full force of 
the law toward the curtailment of 
crime of every nature. 

2. Recognize our responsibilities to other 
nations: 

(a) By keeping our Congressional 
Record and public press free, insofar as it 
is possible, from statements unfair to 
other peoples. 

(b) By negotiating commercial treaties 
of a reciprocal nature with other coun- 
tries as rapidly as conditions allow. 

(c) By the appointment of American 
representatives upon the Reparation 
Commission, so that we may be in posi- 
tion to do our legitimate part toward 
protecting the rights of all concerned. 

(d) By positively refusing to recognize 
or even consider recognition of the 
Soviet Government of Russia until it 
represents the Russian people and is so 
reconstituted as to carry honesty of 
purpose and recognition of obligations 
and the rights of all men. 

(1) While taking such position in 
regard to Russia with the utmost pos- 
itiveness at the same time to show our 
desire and willingness to codperate with 
Russia when it can be done without in 
any way stamping our approval on dis- 
honesty and the abuse of every principle 
of right that has been recognized by 
men throughout the generations. 

(e) By the cancellation, after obtaining 
proper agreements, of such part of the 
indebtedness of the Allies to the United 
States as was spent for guns, munitions, 
war material, food for soldiers, or for any 
other purpose which went directly into 
the maelstrom of war and so served to 
protect the lives of American boys. (It 
is estimated that such percentage would 
be anywhere from 60 per cent to 70 
per cent.) 

(1) Before agreeing to such cancella- 
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tion, to obtain from ther — sentotives 
of foreign governments, on the basis 
of codperation with them, agreements 
as to the balancing of their budgets, 
the curtailment of inflation and the 
elimination of governmental waste 
whenever justified. 

(2) Require payment of the balance 
of the indebtedness of the Allies as it 
represents expenditure for civil or 
constructive purposes and so should be 
paid for the good of all nations, in 
order that the integrity of govern- 
mental obligations may be maintained. 

(3) Arrange definite dates of pay- 
ment and interest charges on such 
portion of the loans to the Allies as 
payment is to be required. 

(f) By endeavoring to negotiate a 
banking loan to Germany which shall be 
prior to reparations at maturity if called 
upon by the Allies in their interest to do 
so on that basis. 

(g) By encouraging American in- 
vestments in high class European in- 
dustrial undertakings, when sufficient 
progress towards stable conditions in 
Europe has been made to warrant our 
doing so. 


As time goes on, new opportunities ° 
to play a very real part in the re- 
habilitation of Europe will develop and 
America must be ever ready to accept 
them. Even with the most intelligent 
cojperation on the part of America, 
the house of Europe cannot be made 
perfect in a day. It is necessary that 
we realize the depth of the wound of 
the world and that we be patient, 
broadminded and fair. Let us strive 
so to live in this great country of peace 
and plenty that our influence and our 
wealth may carry faith, hope and 
material aid to the peoples of every 
struggling land until their lives are 
once again filled with comfort and 
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TAKE it for granted, that by 

America’s coéperation, is not meant 
political or military codperation, un- 
conditional or contingent, because 
every one knows that our people have 
expressed, on that subject, very de- 
cided views, which later developments 
have not tended to modify. By 
coéperation, therefore, I assume, is 
meant American financial and eco- 
nomic assistance. 

We are naturally concerned in the 
improvement of conditions abroad, 
inasmuch as we are a buyer and seller 
on a large scale in international markets, 
and are interested in outlets for our 
great natural resources, surplus crops 
and increasing output of manufactured 
goods. The importance of foreign 
commerce to us should not, however, be 
exaggerated. Our entire foreign trade 
before the War is estimated at about 
10 per cent of our total trade, and it is 
doubtful whether, with Europe im- 
poverished by the War, our foreign 
commerce for some time could be 
relatively as important as before the 
War. We are not dependent upon 
foreign markets for feeding our popula- 
tion or for keeping our industries 
fairly well occupied. Undoubtedly, 
foreign commerce materially enhances 
our prosperity, and for this reason, if 
for no other, we follow with sympathetic 
interest every effort or suggestion 
for better trade conditions abroad 
which might result in increased pur- 
chasing power of Europe. This should 
not, however, justify us in embarking 
upon any scheme of European co- 
operation which involves unnecessary 
entanglements for us. 


AMERICAN Co6PERATION DEPENDENT ON EvuROPE 


By James SPEYER 
Speyer and Company, New York City 
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Co6PERATION IN Evurops, First Step 


European nations have made some 
progress towards recovery since the 
War and their history after previous 
wars justifies the belief that, even if — 
left entirely to themselves, they, with 
their man power, resources, industrial — 
training and colonial possessions will | 
work out, in time, their own salvation, — 
provided they work together as part- 
ners in the common enterprise of — 
Europe’s rehabilitation. ie 

Any effort on our part towards this — 
end must prove abortive, until the © 
European nations, among themselves, — 
actually give proof of that real co- | 
operation, which, unfortunately, seems © 
lacking today. Apparently some na- | 
tions do not yet desire, or at least are 


not making a determined effort, to | ‘ne 


rehabilitate their neighbors. As a _ 
well-known Englishman has said, 
every country is trying to collect from 
every other, without paying what it 
owes to any other. After having 
“waged war” for four years, these 
nations have ever since been “waging 
peace.” This is not an exaggerated 
statement in view of what has been 
going on at Genoa. 


Only small beginnings have ‘ 


made at revision of the peace treaties, 


which cut up Central Europe into new 


entities, regardless of long-established 
economic relationships and units. The 


practical exclusion of Russia and the © 


insistence on an indemnity from Ger- 
many, which Mr. Keynes and other 
independent experts consider 
her capacity to pay, remain the greatest _ 
stumbling blocks to rehabilitation, and 
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these can be removed only by the 
European nations themselves. 
Great Britain is the country in 
Europe that first realized the impor- 
tance of balancing her own budget and 
paying her debts and of the political 
and economic problems confronting the 
world. Her representatives are also 
seeking in a spirit of fairness and 
common sense, which is their charac- 
teristic, to convince other nations that 
jealousies and hatreds must be put 
aside in the endeavor to restore normal 
conditions and international trade. 
Let us hope these ideas will in time 
prevail and find expression through 
mutual accommodation and greater 
good will. ae rk 


AMERICAN Goop WILL 
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In the meantime, America has given 
abundant expression of good will 
towards Europe. I do not wish to 
discuss here the help extended in 
altruistic spirit to the suffering nations 
during the War and since, both by our 
government and by Americans as 
individuals, and particularly through 
the Quaker organization, or to draw up 
a balance sheet for moral obligations 
between Europe and ourselves. Un- 
fortunately, however, one thing stands 
out, namely, that American modera- 
tion and unselfishness throughout this 
period, and particularly at Versailles, 
have not been taken as an example by 
European statesmen generally. This 
has caused keen disappointment among 
our people and some reluctance to 
coéperate. 

Some efforts are still being made by 
auto-suggestion, or otherwise, to have 
it appear that somehow we ought to 
cancel the debts which foreign nations 
owe to us. At times, the argument is 
based on moral grounds and, again, 
on the inability of European countries 
to pay. I do not claim to be an expert 
in any of these matters. Some time 
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ago, Senator Owen, on returning from 
a trip to Europe, expressed the opinion 
that our foreign debtors would be well 
able to pay in full. There is every 
reason, however, why our government 
should not be too exacting and why it 
should adjust both interest and time 
of payment in a liberal spirit and in 
accordance with the financial circum- 
stances of each debtor nation. 

_ There are other steps which our 
government might take in order to 
help Europe. As has been urged by 
others, private property seized by our 
government as a war measure should 
be restored to the owners for productive 
and stimulating use. Our mercantile 
marine should be put in a position to 
help in quickening commercial inter- 
course. 

One thing, it seems to me, our 
government should not do at this time, 
and that is, raise a tariff wall against 
the importation of goods from Europe. 
To do so would necessarily retard the 
rehabilitation of Europe and reduce the 
ability of European nations to purchase 
in our markets. A prohibitive tariff is, 
therefore, not in our mutual interests. 


Co6PERATION THROUGH AMERICAN 
CAPITAL 


While direct assistance and coépera- 
tion on the part of our government 
must necessarily be limited, there is no 
reason why codperation through private 
effort along established lines should not 
continue on an increasing scale. I 
refer, particularly, to the granting of 
credit by our banks and bankers, and 
the purchase of foreign securities by 
investors. This is a practical business, 
and a very effective way to improve 
trade and exchange for countries 
deserving help, and does not com- 
promise the financial position of our 
government or its just claims against 
foreign nations. 

It would add to our contribution 
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towards European recovery, if, before 
placing large European loans in this 
country, our bankers would carefully 
examine the security offered, and dis- 
criminate against nations which are not 
making a real effort towards rehabili- 
tation by balancing their budgets 
through decreased expenditures and 
increased taxes, and, particularly, 
against nations which are likely to use, 
directly or indirectly, moneys obtained 
from us, or money due and not paid to 
us, for maintaining large standing 
armies and navies, which will always be 
a menace to the peace of the world. 


LESSON OF THE CiviL WAR 


In conclusion: It is just about sixty 
years since this country was engaged 
in civil war which left the South, 
particularly, without resources and 
more prostrate than any part of Europe 
is today, and the whole country with a 
depreciated currency. British, Dutch 
and German investors then saw their 
opportunity, and contributed capital 
to build our railroads and develop our 
natural resources. While the situation 
is, of course, not strictly parallel, we 


America’s Cooperation a Prerequisite to European | 
Rehabilitation 


By Srias H. Strawn 


President of the Illinois Bar Association! 


HE people of the United States 

have three interests in Europe, 
each of equal importance. We are de- 
sirous (1) that peace shall prevail; (2) 
that some disposition shall be made of 
the debts which the European countries 
owe us, and (3) that our foreign trade 


1 Mr. Strawn was a member of the Chamber 
of Commerce Committee which went to Central 
Europe last summer to make a thorough study of 
conditions there.—C. L. K. Editor. 
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might well profit by their example. 
European nations, too, might profit by 
the example of what we did ourselves 
after our Civil War. The great 
majority of our people, North and 
South, went to work with a will and 
with the determination to forget and 
forgive. I take the liberty of reminding 
European nations of the words of 
Lincoln: “‘ With malice towards none, 
with charity for all,” and of the words 
of General Grant, after victory, “Let 
us have peace.”” If European nations 
will act toward one another in the 
spirit of these great Americans, they 
will find America more ready than ever 
to cojperate with Europe in a large and 
generous American way. 

While our coéperation would be 
very valuable, it is not indispensable to 
the rehabilitation of Europe, nor is the 
rehabilitation of Europe indispensable 
to our progress; both would be materi- 
ally aided and hastened by coéperation. 
In our efforts at cojperation, we must 
naturally put America first, but in 
doing so, Europe will find, as President 
Harding has said, that “‘ America first, 
does not mean America selfish.” 


shall be preserved and promoted. 
These subjects are also of vital interest 
to the European nations. Let us con- 
sider them in the order named. 


PEACE 


We must have peace. No argument 
is necessary to demonstrate the truth 
of this proposition. Law and order, 
and confidence in the stability of 
government, are conditions precedent 
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to a normal economic life. No nation 
can be rehabilitated until its people 
cease to think about war and about 
aggressions upon their neighbors. 

It would seem to be the policy of the 
United States, for the present at least, 
not to become involved in European 
political controversies or to help 
police European nations against each 
other. France will never forget the 
fact that, as a condition precedent to 
waiving her contention for a buffer 
state between her eastern frontier and 
Germany, our representatives at Ver- 
sailles agreed (1) that the United 
States would be party signatory to the 
treaty; (2) that it would become a 
member of the League of Nations, and 
(3) that it would join with Great 
Britain in a separate assurance of aid 
against another unprovoked attack by 
Germany. Not one of these agree- 
ments did we ratify. 

In accordance with the terms of the 
Armistice, our army, together with the 
armies of Great Britain, France and 
Belgium, occupied the Rhine territory. 
The purpose of this occupation was to 
prevent the renewal of war by Germany 
and to insure her disarmament and the 
payment of the indemnities. 

At the end of the War the hatred of 
the French people by the German 
_ people was equaled only by the fear of 
_ the Germans by the French. The in- 
tensity of that feeling has continued 
to the present day. This together with 
the chaos in Russia, makes the re- 
habilitation of Europe difficult indeed. 
Both the Germans and the French 
have confidence in the disinterested- 
ness and fairness of our forces. That 
their remaining on the Rhine is not 
only agreeable to, but desired by, the 
Germans and French, as well as the 
British, is evidenced by their recent 
joint and several requests. The pres- 
ence of our troops in Germany is a 
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The fact that our soldiers are on the 
Rhine indicates to our allies, and to 
Germany as well, a desire on the part 
of our government, in so far as it 
consistently can, to help in adjusting 
the troubles resulting from the great 
cataclysm in which we participated. 
Although three and a half years have 
elapsed since the Armistice, peace does 
not obtain in Europe. It will not 
prevail until the hatred between 
Germany and France is destroyed; 
until France has the assurance of her 
late allies, some or all of them, that 
they will come to her aid against an- 
other unprovoked attack by Germany; 
until France is satisfied that Germany 
is paying, or at least is doing her ut- 
most to pay, the reparations fixed by 
the Reparations Commission, and until 
Germany and Russia are again con- 
sidered among the family of nations. 
France demands the maximum of 
reparations with the minimum of in- 
dustrial recovery inGermany. France 
must be convinced this is an economic 
impossibility—she may know it now. 
Germany, on the other hand, must 
be told by someone that she must be- 
stir herself and demonstrate what she 
can do toward paying her obliga- 
tions—that she cannot continue to 
“stall,” if I may use the language of 
the “ring.” 
Tue Disposition oF THE Depts 
Ever since the War we have heard 
bold assertions that the debts should 
be collected, and some have gone so far 
as to declare that our allies are able 
to pay them. No one, however, has 
as yet devised a satisfactory plan as to 
when and how they shall be paid. The 
subject is most controversial. All 
agree that the financial and economic 
affairs of Europe are sick, but by no 
one has a lasting cure been prescribed. 
The more we consider the matter, the 
more complicated does the problem 
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become. 


_ Although the United States 


is to receive nothing from the Repara- 
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with our allied debts. 


ions Fund, she is vitally interested in 
he subject. It is inextricably involved 
For the purposes 


of this discussion, however, I shall refer 
only to the debts. 


t 


International debts can be paid in 
hree ways: (1) in gold, (2) in goods or 


service, and (3) by the sale of securities. 


t 


Inasmuch as we have 40 per cent of 
he entire stock of gold in the world 


available for monetary purposes, the 
European nations cannot pay the debts 


in gold. 


For the purpose of the 


illustration, let us assume that each of 
our allies had enough gold to pay the 


debts due us. 


The debts owed to the 


United States, to Great Britain and 
France, respectively, are shown in the 


table below. 
Tue InTeR-ALLIED Depts 
A 
Principal and Interest owing from Great 


Britain, France, Italy and Belgium, to the 
United States: * 


Great Britain........ $4,675,492,101.23 
Belgium 420,263,997 .55 


Total from these.... $10,662,584,409 .32 
Total due from all 


other nations... .. $666,696,822.05 


Debts due from her Allies and Dominions to 


Great Britain, to March $1, 1921. (Converted 
from pounds sterling at pre-war rate of 4.86) 
Dominions. ......... $699,840,000 


2,707,020,000 
$,217,248,000 
Belgium: 
(b) Reconstruction . 43,740,000 
107,406,000 
Portugal, Roumania, 
Greece and other allies $21,732,000 
81,162,000 
$10,365,336,000 
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A 


Gi 
Loans to Foreign Governments by France to 


June 30, 1921. 
(Converted from francs at pre-war rate of 5.18) 


Belgium............. $584,300,000 
Czechoslovakia. ...... 106,000,000 
Esthonia............ 2,222,000 
Greece. ait 177,200,000 
2,220,000 
1,158,000 
Montenegro. ........ 2,500,000 
208,800,000 
Roumania........... oath 213,000,000 
$00,000,000 

$2,717,888,500 


Assuming that the world’s stock of 
gold for monetary purposes is not in 
excess of $10,000,000,000, the figures 
in the table opposite show that the 
debts of the Allies to us alone are in 
excess of the present available gold 
stocks. It is therefore impossible for 
the Allies to pay in gold even the in- 
terest upon the debts due the United 
States. 

One of the great difficulties in 
Europe today is the depleted stock of 
gold reserves. Further depletion by — 
payment of debts due us would dis- 
astrously affect European rehabilita- 
tion. “6 

France owes the United States 
$3,700,000,000; she owes Great Brit- 
ain $2,700,000,000. Italy owes us 
$1,850,000,000; she owes Great Brit- 
ain $3,200,000,000. Belgium owes us 
$420,000,000; she owes Great Britain 
$500,000,000. While France owes 
Great Britain $2,700,000,000, she 
loaned almost the same amount to 
other countries on the side of the ae iy 
Allies. France advanced to Russia © 
more than $1,000,000,000 and to Bel- Ye 
gium $500,000,000. Great Britain ad- 
vanced to Russia $2,700,000,000. 

Who is to be paid first? Shall 
France pay us before she pays Great 
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Britain? Shall Italy pay us before 
she pays Great Britain or France? 
Shall Great Britain collect her debt 
from France and then pay us? Shall 
Belgium pay us before she pays 
France? Or how shall the payments 
be made? Who thinks that all or any 
of these European countries will pay 
us all of our debts before they pay 
their neighbors anything? Who shall 
say we are a preferred creditor? 

A study of the imports and exports 
of the allied countries for the years 
1910 to 1914 inclusive, and 1919 and 
1920, will reveal the inability of these 
countries to build up trade balances 
in this country to meet their obligation 
to us. All the allied countries save 
Cuba, Greece and Serbia, show an 
unfavorable balance of trade with the 
United States during the period in- 
dicated. It is unreasonable to expect 
our principal allied debtors to build up 
gold credits in the United States by a 
favorable balance in direct visible 
trade with this country sufficient to 
pay even the interest on their debts. 

But assuming these debtor countries 
did build up these credit balances in 
this country, then it would be neces- 
sary to secure from taxation or other 
governmental revenue sources, the 
means to buy the exchange from the 
exporters having the credit balances 
with which to pay these debts. 

But this is not the time to discuss 
the payment of the debts. We make 
the point that they can never be paid, 
without our active coéperation with 
the debtors. 

Considering the fact that the budgets 
of all debtor countries, except Great 
Britain, show large deficits, it is ob- 
vious our allied debtors could not pay 
now, even though the trade balances 
were here. A financial rehabilitation 
of Europe requires our codperation. 

No European nation can even start 
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toward the payment of its debts until 


it ceases to inflate its currency; until 
it at least attempts to balance its 
budget, and until it gets on a produc- 
tion basis. The prosperity of the 
United States, as well as of every na- 
tion in Europe, requires a compliance 
with these conditions. 

Assuming an earnest effort is made 
by the European nations to stabilize 
their exchange and balance their 
budgets by effective systems of taxa- 
tion, we come next to the question of 
foreign trade. This involves a con- 
sideration of international relations 
more complex than any questions of 
trade and finance that have even been 
undertaken. It necessarily requires 
the participation of the United States. 
To refrain from participating in such 
an undertaking would mean that we 
must give up any hope not only of 
collecting our foreign debts, but also of 
being hereafter any considerable factor 
in the world’s commerce. 


Our Foreign TRADE 


It has been frequently stated that 
this country is the richest and most 
diversified in resources on earth, and 
that the percentage of our foreign to 
our domestic trade is so small that we 
can entirely isolate ourselves from the 
rest of the world and prosper by living 
“on our own.” We hear even the 
great statemen in Congress voice the 
popular slogan, “America for Ameri- 
cans.”” Where is America? 

In 1898 as the result of the Spanish 
War we found ourselves possessed of 
the Philippines, Guam, Porto Rico 
and a protectorate over Cuba. In the 
same year the Hawaiian Islands be- 
came a territory of the United States 
by act of Congress. Since then we 
have acquired rights in, or protecto- 
rates over, Samoa, Panama, Santa 
Domingo and Haiti and as late as 1917 
we bought the Virgin Islands. Not 
counting Cuba, these acquisitions total 
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280,000 square miles of territory with 
18,000,000 people. The distance from 
the Virgin Islands to the Philippines is 
more than half way round the earth. 
And yet we hear we are not a world- 
nation! 

In considering the subject assigned 
us, let us ignore any moral responsibil- 
ity to aid in settling the world-con- 
troversy in which we participated. 
Let us, for the moment, disregard the 
possibility of another World War, 
unless we help settle this one. Let us 
not contemplate getting into another 
war, or our inability to keep out of the 
last one, and let us confine ourselves 
strictly to the text. Let us consider 
the present situation solely upon the 
basis of our own selfish interests with 
regard to the ability or inability of the 
European nations to rehabilitate them- 
selves without our coéperation. 

During the past fifty years, and more 
intensively during the last thirty, the 
productivity of the industrial nations 
of the world has increased enormously. 
Especially is this true of Great 
Britain, Germany, Japan and the 
United States. This industrial growth 
was made possible only by a corre- 
sponding expansion of markets. The 
necessity for foreign markets was, and 
is, more vital to the European na- 
tions and to Japan than to the United 
States. However, for many years 
prior to the War it became apparent 
that the continuous development and 
prosperity of our industries necessi- 
tated a constant enlargement of foreign 
markets and increase of our foreign 
trade. 


Foreign TrapE DEVELOPMENT 


From 1880 to 1914 our exports of 
manufactures increased from about 15 
per cent to 47 per cent of our total 
exports. During the same period the 
percentage of our combined exports of 
raw materials and food products 
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decreased from 85 per cent to 53 per 
cent. 

For the fiscal year ending June 30, 
1920, the percentages of the quantities 
exported to total production in this 
country of tobacco, copper, cotton, 
wheat and pork were respectively 
45.6 per cent, 39.3 per cent, 32 per cent, 
21.1 percent and 17.5 per cent. Our 
average exportation of cotton for the 
fiscal years 1910 to 1914 was 8,840,000 
bales. 

For the fiscal year ending June 30, 
1921, we exported 293,268,000 bushels 
of wheat, or 37 per cent of the total 
crop; and for the year 1920, of our 
total crop of cotton of 12,987,000 
bales, we exported 5,409,000 bales, or 
42 per cent. 

Every day ships leave our ports, 
carrying in their holds the products 
of our agriculture and manufacturers 
consigned to every civilized country 
under the sun. Returning, these same 
ships bring back to us raw materials 
or manufactured goods which we can- 
not produce at all or else in quantities 
insufficient to satisfy our needs, such 
as petroleum, manganese, quebracho, 
rubber, nickel, tin, silk, clothing, woolen 
cloth, twine, canvas, flax, linen, lace, 
jute, sisal, chicle, cocoanut oil, coffee, 
tea, coca, sugar, rice, spices, platinum, 
vanadium, and a vast number of other 
commodities too numerous to mention. 

More than one-third of the people of 
the United States live upon farms or 
are dependent upon agriculture. Their 
prosperity depends not so much upon 
the amount which they produce as upon 
the price which they receive for their 
products. While to a certain extent 
the price is influenced by domestic 
demand, the foreign demand is the 
determining factor. This is as true of 
the United States as it is of Great 
Britain or any other large producing 
country. 

In proportion to the reduction of the 
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price of farm products, is the purchas- 
ing power of the farmer diminished. 
The inability of the farmer to buy 
ramifies through every industry. It 
affects the manufacturers of steel, 
farm machinery, automobiles, ma- 
chines, leather paints, building ma- 
terial, glass, clothing and every article 
of human consumption. : 

For a hundred years our whole 
economic development has been ad- 
justed to meet a continuously in- 
creasing foreign trade. On account of 
the War the productivity of our in- 
dustries was enlarged to such an extent 
that it has been authoritatively stated 
we can now turn out as much manu- 
factured products in seven months as 
we could turn out in twelve months be- 
fore the War. To persuade our manu- 
facturers to gear down the machine to 
pre-war capacity seems quite impos- 
sible. 

We cannot isolate ourselves. An 
abandonment of our foreign trade 
would result in an economic panic in 
this country the like of which has never 
been experienced. 


> 


REHABILITATION AND ForEIGN TRADE 


What direct relation has our foreign 
trade to European rehabilitation? 

The reduced purchasing power of 
the European nations directly affects 
the foreign demand for our products 
raw and manufactured. It is said 
that the buying power of more than 
300,000,000 people in Europe is re- 
duced to 25 per cent of what it was 
before the War. 
Any diminution in foreign demand 
for the large percentage of the crop of 
our cotton which yearly goes abroad 
adversely affects all of the cotton 
growing territory and the prosperity 
of 30,000,000 of our people living in 
the southern states. At the same time 
it deprives the people of England, of 
Germany, of Poland and of every other 
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European country engaged in the 
manufacture of cotton goods, of the 
opportunity to work and to earn the 
money with which to live and to pay 
their debts and taxes. Cotton is the 
clothing worn by countless millions. 

So long as the European nations, by 
reason of their chaotic industrial and 
financial conditions, are unable to 
purchase our raw materials or to 
produce commodities required by us, 
their prosperity as well as ours must 
wane. 

While our prosperity demands a 
favorable balance of trade, it is equally 
true that the maintenance of a large 
volume of imports by us is as essential 
to our progress as is the maintenance 
of a large volume of exports. The 
European nations cannot continue to 
purchase our goods unless we purchase 
theirs. They cannot purchase our raw 
materials unless they have credit. 
They cannot establish credit until their 
debts are adjusted. They must put 
their own “houses in order,”’ but we 
must codperate with them to that end. 

The business men of the United 
States probably could readjust our 
industrial machinery to a production 
basis below the pre-war level. They 
could confine themselves to the de- 
velopment of our domestic trade. But 
they never will do it. If they did, it 
would result in the most destructive 
competition ever seen. 

The responsibility of solving the 
great international economic questions 
now confronting the world and the 
restoration of normal conditions of 
trade and finance, rests, not upon the 
governments, but upon the people, 
upon the business men and bankers of 
the various nations. Practical men 
who have spent years of intensive 
study in the building up of business and 
financial institutions know best how 
to restore the world’s economic bal- 
Political leaders must bring 


ance. 
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about confidence in the stability of 
the governments of the European 
nations, but the real work of rehabili- 
tation must be done by the people. 
The efficiency of the government of 
any country depends upon the intelli- 
gence and vision of its people. 

For years business organizations 
have been a part of the national life 
of every European country. Each 
important business center in Europe 
has such an organization. During the 
last fifteen years the business men of 
this country have realized the efficacy 
of business association. The Chamber 
of Commerce of the United States is 
a splendid national organization. 

The International Chamber of Com- 
merce, with a membership of twenty- 
two countries, is exerting a great in- 
fluence on the European situation. 
Through its instrumentality business 
men of all countries may come to- 
gether and agree as to policies to be 
pursued by their governments, and 
then exert their influence on the gov- 
ernment to secure results. In addition, 
plans to improve world conditions 
may be conceived and carried through 
without governmental action. 

The reports of the Genoa Confer- 
ence indicate that the European 
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HE answer to this question is 

“ves.” If the rehabilitation of 
Europe is to come within the present 
generation, if new wars are to be 
avoided and we are to have a stabilized 
world during our lifetime, it seems 
clear that American codperation is 
indispensable. 


American Codperation Necessary for 


economic situation is critical. It is 7 
apparent that the European countries 
cannot start the machinery to make > 
the world function again as a going con- 
cern without our codperation. Their — 
attempt to settle the economic troubles 
of Europe at Genoa without our 
presence is as futile as to try to 
rearrange or adjust the affairs of an 
individual bankrupt in the absence 
of his chief creditor. When and where 
we shall engage in another conference 
with the European nations, and where 
and on what terms we shall recognize 
Russia as a nation may be left to the 
judgment of our President and his 
cabinet—to such strong, courageous 
and patriotic men as Secretaries _ 
Hughes, Hoover and Mellon. 7 
It is the function of organizations | 
like the American Academy of Politi- — 
cal and Social Science to do what the 
Academy is now trying to do—edu- © 
cate the people of,this country to think _ 
internationally, so that when Congress _ 
may be asked to authorize the par- | 
ticipation of the United States in the __ 
solution of international problems, the 
members of our national legislature _ 
may think and act as becomes the | 
representatives of the richest and most 
progressive country on earth. 


on European Rehabilitation? 


By Epwarp A. FILENE 
President, William Filene’s Sons Company, Boston, Director, International Chamber of Commerce 


One who understands the problems 
that have for some weeks been under 
discussion at Genoa can hardly doubt 
that if three years ago we had seenthe __ 
actual needs of the situation, as great 
numbers of us see them now, and had 
then whole-heartedly assumed the 
responsibilities for that — of the 
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rebuilding of civilization that belongs 
to this great people, the entire world- 
situation would be different from what 
it now is and much more satisfactory. 
If even now we can begin to deal in 
sane vision and courage with these 
problems, Europe can be placed on her 
feet at no distant day and the situation 
saved both for her and for us. 

If we present-day Americans, how- 
ever, prove unable to see how essential 
it is, both for Europe and for ourselves, 
that we coitperate inthis rehabilitation, 
then will it nevertheless come about, 
but not in this generation. And even 
when it comes, it will be without our 
help, honor or profit. Mr. Lloyd 
George has a faculty of succeeding 
when all others think he will fail. It 
may be that he will succeed at Genoa 
and even now create an association of 
European nations which will bring 
about rehabilitation without our aid. 
But if this is accomplished, it will be 
hardly less than a miracle. 

Even if the European nations now 
assembled at Genoa! should be able to 
achieve enough harmony to sign a 
ten-year pact not to disturb the peace, 
yet I do not believe that such an agree- 
ment will furnish a sufficiently strong 
guaranty for the future without the 
participation of the United States. I 
do not mean that without us Europe 
will go immediately and utterly to 
pieces. Civilizations do not disappear 
in that way. I have little doubt that 
after a few generations more of war 
and increasingly unbearable taxes and 
revolutions there will come a reaction 
which will establish international law, 
backed by the sanction of all the 
European nations. It will come by 
very reason of the unbearableness of 
the situation. This reign of law as a 
substitute for war will gradually suc- 


!This paper was written before the conclu- 
sion of the Genoa Conference—C. L. K., 
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ceed even without our coéperation. 
But it is certain that such a recovery 
will be considerably postponed—prob- 
ably long postponed—through our 
continued aloofness. 


European A NATtTuRAL 
Resutt or War 


Three years have now elapsed since 
the conclusion of the Great War, 
which, to use Premier Clémenceau’s 
phrase, deserved “a great peace.” 
What are the results? If we face the 
facts squarely, we must admit that 
the nations are not yet at peace; that 
though military operations have, for 
the moment, ceased, yet economic 
warfare, which is a breeder of war, still 
goes on. There is a mutual distrust 
everywhere and in every nation a desire 
to be prepared for a future contest. 

Deplorable as such a situation is, it 
is not one that ought to surprise or 
puzzle us. What is happening in 
Europe is inevitable and, on the whole, 
simple. Given certain premises, it is 
relatively easy to foresee what trend 
events must take. To do so, one does 
not need to be a prophet or the son of a 
prophet. As far back as 1917, in an 
article published on May 27 of that 
year, I said: 


Suppose this war is ended by a con- 
ventional treaty and that no other way is 
left open to settle future disputes. Then 
not only will the nations of Europe be 
compelled to face their tremendously 
burdensome war debts, but they will also 
be obliged to keep up their armaments on a 
scale that the present war has taught them 
to be necessary in international clashes. 
It is probably conservative to say that this 
means that the peace-time expenditure 
for armies and navies will be at least 
double what it was before the War. 


We now learn that, whereas the 
combined armies of Germany and 
Austria-Hungary numbered before 1913 
only about a million men, the combined 
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I believe it is a mistake to criticize that 


armies of a Poland and the 
Little Entente today number almost 
two million. We also learn that, 
despite the Washington Conference, 
the naval expenditures of Great Britain, 
the United States and Japan are not 
less than they were before 1914. 

After returning from a study trip 
to Europe last summer, during which I 
visited nine countries and conferred 
with the leaders of all classes in each, 
I said in an article published on No- 
vember 27 last in the New York World: 


We now witness an economic war in 
process, with increasing hatreds between 
nations—a situation full of peril to Europe, 
destructive to the economic well-being and 
possibilities of peace of the whole world, and 
all because of a hopeless attempt to get on a 
“defensive war” footing, when every eco- 
nomic consideration points to the wisdom 
and necessity of a sound business footing. 


And since last fall the situation has 
not much improved. 

On April 26, addressing the as- 
sembled press representatives at Genoa, 
Mr. Lloyd George, the British Prime 
Minister, compared Europe to seething 
racial lava, which, like the earth’s 
crust, was seeking a proper level. 
This adjustment, he said, was full of 
peril. In his opinion the disorganiza- 
tion of Europe would affect the entire 
world, including the United States. 
“We must realize,” he said, “that 
Europe is not on good terms and that 
storms are now arising with which we 
must deal. We had hoped that the end 
of the War meant the end of brute 
force, but unless Europe’s problems are 
solved there is no assurance that force 
has given way to right.” 


GENOA CONFERENCE AN ATTEMPT TO 
SotveE Europe's Po.iricaL 


PROBLEMS 


_ It was to solve these problems that 
the conference at Genoa was called. 


conference, as has been done, for =the =" 


political rather than economic. In the 
World article of last fall I wrote, 
ments; but the economic adjustments — 
must be understood in order to — 
same point when he characterized the 
Genoa program as political rather than 
justments possible, the European 
states must first come to some degree 

can be a restoration of trade. When 

you wish to start a business concern _ 
officers and directors, before you issue 
stock or begin actual operations. It is 
agreement before they can achieve 
economic coiperation. 


“There are political adjustments 
must precede the economic adjust- 
the political adjustments possible.” 
Secretary Hughes emphasized the 

economic. 

In order to make the economic ad- 
of mutual understanding. There must — 
be a return of confidence before there 
you organize your company, adopt a 
charter and by-laws and elect your _ 
the same with Europe. Its component 
states must first come to a political 


PROPOSAL OF A TEN—YEAR TRUCE 


What is the program at Genoa? In 
brief, it is, first of all, an agreement not — 
to fight, at least not for ten years, and _ 
an agreement to talk things over before 
resorting to force. In general, the 
problem before the European states 
today is similar to that before the 
thirteen American colonies at the close 
of the War for Independence. There is, 
however, this difference; that, whereas 
the thirteen colonies had fought side by _ 
side against the same enemy, the _ 
European states have been fighting — 
each other. It took several years to 
frame the American Constitution and 
several more to get it ratified by the 
required majority of states. The 
European situation, being much more _ 
complex and difficult, cannot reason 
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ably be expected to clarify itself im- 
mediately. 

Whether such an agreement not to 
violate the national borders for at least 
ten years, as now established, would 
keep the peace or not it is difficult to 
predict. At any rate it would be a 
beginning. But, in the long run, the 
people of Europe, as well as of the 
United States, will realize that there is 
only one permanent substitute for war 
as a means of settling international 
disputes. And that substitute is a 
court that would deal with them 
according to international law. Just 
as one of the functions of the Supreme 
Court of the United States is to settle 
differences between the states, in case 
of disputes between them, so the 
states of the world must have an 
international court in whose integrity 
all have confidence. Now the question 
arises whether such a court could 
succeed without the support and back- 
ing of the United States, the nation 
with the greatest material resources in 
the world. 

“America could exercise an_ in- 
fluence no other could command,” 
said Mr. Lloyd George, when ad- 
dressing the assembled press represent- 
atives at Genoa. “She could come 
here free and disentangled and with 
the prestige which comes from her 
independent position. She would come 
with the voice of peace. But America 
is not here; so Europe must do her best 
to solve her problems in her own way.” 


ABSENCE OF AMERICA A SOURCE 
oF PERIL 


Already the absence of the United 
States from the League and conferences 
of the nations has been the cause of 
many of the immediate dangers to 
peace. This absence has made in- 
operative those international tribunals 
that would adjudge peaceably the 
disputes that now threaten to flare up 
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into war. The lack of American 
codperation is the chief reason why 
France has been obliged to base her 
German policy on fear of attack. Twice 
within the memory of men now living, 
France has been attacked by Germany 
and has suffered grievously. The 
Treaty of Versailles was based on 
American participation with the Allies, 
and since that support was suddenly 
withdrawn, France has had to keep 
her men under arms instead of setting 
them to work at economic reconstruc- 
tion. This reconstruction, if under- 
taken, would, in turn, have improved 
our own business conditions. Fear of a 
new attack makes the French govern- 
ment unstable unless it panders to 
this fear, instead of doing the un- 
dramatic, burdensome things necessary 
for rehabilitation. In France, as in 
other countries, the party in opposition 
uses these fears that possess and domi- 
nate the public mind, to unseat the 
government. When Premier Briand 
tried to be conciliatory he had to 
resign because he could not allay this 
haunting dread of another invasion, 
which American coéperation alone 
could banish. 


AMERICAN ALOOFNESS MAKES FOR 
GeERMAN-RussIAN ALLIANCE 


Indirectly, our absence is the cause 
of despair in Germany. Without an 
adequate guaranty of safety, France 
cannot afford to let Germany revive 
economically. A Germany strong in- 
dustrially means a Germany potentially 
strong militarily. So, while France 
insists on a strict enforcement of the 
Treaty of Versailles, Germany sees 
nothing but economic subjugation 
ahead. This is the fundamental reason 
why she has turned to Russia, the only 
country that will be both able and 
willing to supply her steadily with raw 
materials and a continuous market for 
her manufactured goods. A _ rap- 
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prochement between the two coun- 
tries has been certain, since the refusal 
of the United States to grant a guaranty 
of safety to France has driven that 
country, through terror, to a strict 
enforcement of the Versailles treaty. 

An agreement with Russia thus 
becomes Germany’s only recourse. As 
long ago as October 14, 1920, I 
made the following statement : “Sooner 
or later there will be some kind of 
understanding between Germany and 
Russia. If there is, and Germany is a 
red and revolutionary Germany, the 
world will have to arm itself to defend 
the principles of democratic govern- 
ment against Bolshevism and anarchy.” 
The present Germany has given abun- 
dant evidences that it does not want 
to become revolutionary; but if the 
present impasse continues, if living 
conditions continue to become worse 
and there is little hope for the future, 
then the extreme left wing of radicals, 
who expressed such joy at a public 
demonstration in Berlin when the 
Russo-German trade pact was an- 
nounced from Genoa, may combine a 
revolutionary Germany with a Bol- 
shevist Russia. If this comes to pass, 
all of the other powerful nations will 
have to combine to form a counter- 
balance. During our own lifetime and 
possibly for another generation we 
shall have a world of growing arma- 
ments and war, while taxes, becoming 
ever more and more unbearable, 
will, in turn, make for radicalism and 
revolution everywhere. 


EFENSIVE WAR TING” IN THE 
“Derr IvE W FootrinG 
BALKANS 


In the Balkans there is another 
danger spot, where the lack of an 
international tribunal with the power 
of the United States behind it, forces 
each little country to get on a “defen- 
sive war footing” when every economic 


consideration points to the wisdom of 


Is AMERICAN CoOPERATION NECESSARY? 
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and necessity for a sound business 
footing. Since even the best trained 
soldiers are of little use, unless backed 
up with a modern industrial organiza- 
tion to supply them with material, 
nation after nation is reaching out to 
secure such an organization. Instead 
of developing along its normal and 
profitable channels, it must make 
itself a forced, hothouse, industrial 
concern, even though as an agricultural 
country it ought to be a land of plenty. 
Of course the dread is that of being ~ 
defenseless against the possible sudden - 
onslaught of an even smaller nation 
which is industrially prepared for war. 
It is for this purpose that economic 
barriers, such as high protective tariffs _ 
and political barriers to trade, are 
built up between nations that are 
really economically interdependent. 
Such economic wars are but real wars _ 
in their infancy. But as economic 
distress under such conditions is bound 
to continue, there is danger of forma-— 
tion in the Balkans of the long talked 
of Panslavic Union. Under the tute- _ 
lage of a revolutionary Russia this — 
would include a threateningly large 
part of Europe and great portions of 
Asia. It is this possibility that Mr. 
Lloyd George undoubtedly had in | 
mind when, before going to Genoa, he —_— 
pictured to the House of Commonsthe = 
scene of western Europe overrun by © 
revolutionary hordes from the East. _ 
If this should come to pass, how long | 
would the United States remain im- 
mune? 


America Micut Have Prevenrep 
MouaMMEDAN UPRISING 


Another great danger to peace is the 
recent uprising of the Asiatic races, — 
which, if Europe and our own United © 
States remain divided and weak, is 
bound to become a menace in ever | 
greater and greater degree. There is 


trouble brewing, not only in India, but 
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in Egypt, Morocco, Arabia, Persia and 
in Central Asia, where the Bolshevist 
movement joins hands with Pan- 
Mohammedanism. In my judgment, 
and in that of many very much better 
students of world-conditions than I, 
this Mohammedan revolt, which 
threatens primarily England, but in 
reality all of her allies, would not have 
occurred had not our own coéperation 
been lacking. Under the League of 
Nationsthere would have been a chance 
for international adjudication of such 
troubles and such adjudication, in 
view of the confidence these peoples 
had in the leadership of the United 
States, would have forestalled the 
avalanche that now threatens. 
Already one of the chief results of the 
Peace Treaty, the expulsion of the 
Turk from Europe, which would have 
made it possible for Russia to reach 
warm water by peaceful means, has 
been lost. Until Russia gets such an 
outlet we shall forever be faced with 
the danger of another war. You can- 
not bottle up an empire like that 
without incurring the danger of an 
explosion. The makeshift settlement 
of the Armenian question, which we 
have recently witnessed, cannot help 
causing future troubles, unless we get 
into a combination that is strong 
enough to give full justice and pro- 
tection to this cruelly abused race. 


Risks or IN 


A lifetime or a generation is only a 
split second on the clock of progress 
and to the historian of two or three 
hundred years hence it will make 
little difference whether the substitu- 
tion of international law for warfare 
takes place in our generation or two or 
three generations hence, but to us and 
to our children the difference will be a 
basic one. 

For our immediate interest, and for 


188 ANNALS OF THE AMERICAN ACADEMY 


the welfare of the next generation, the 
risks of delay in the rehabilitation of 
Europe are too great to be properly 
incurred. As a matter of fact, I think 
that Europe will be rehabilitated and 
that it will be done with our aid. As 
long as we do not give our aid, do not 
assume the responsibilities that are 
necessary for a return of confidence, 
good times will not be restored in our 
own country; we shall not be able to 
put our unemployed to work, or make 
reasonable profits in our businesses. 
No country can be self-sufficient and 
ours is no exception. 

Our producing ability, as now organ- 
ized, is greater than our capacity to 
consume, and without markets for our 
surplus products we shall be forced into 
a long period of adjusting our output 
to a greatly limited home market, 
which will bring years of over-competi- 
tion, super-competition that will de- 
stroy profits and cause unemployment, 
a constantly lowering standard of 
living, and labor troubles on a large 
scale. Nor can we economically manu- 
facture everything we need, no matter 
to what heights the tariff walls are 
raised. Moreover, by remaining iso- 
lated we shall inevitably raise through- 
out the world a spirit of anti- American- 
ism, which will injure us for a long 
time to come. 


ENTRANCE TO INTERNATIONAL COURT 
THE Next STEP 


Not only will such a course work to 
our material disadvantage, but, unless 
we assume the responsibilities for 
Europe that our duty demands, we 
shall not satisfy the conscience of the 
nation. But we shall not stand out- 
side. We shall soon be doing our duty 
to Europe and the rest of the world. 
This nation is founded on faith in law 
and there is no substitute for war as a 
means of settling international ques- 
tions except law. The practical next 
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step in our effective assistance of Europe 


e 
of is to help institute this new régime of 
y law and order by backing the interna- 
k tional court which has already been or- 
d ganized at The Hague and on whichthere 
s is already serving a leading American 
vt jurist most experienced in international 
e law. The overwhelming sentiment of 
>, this country is in favor of such a court. 
ir No irreconcilables can stop the Amer- 
0 ican people from getting behind it, once 
e the issue is put clearly before them. 
$. Both of the major parties are pledged to 
d support it through their platforms, 
adopted and reiterated when in power 
™ and out of power. 
0 All that is best in the American 
r people, all their business judgment, all 
0 
it 


of 


iff 
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their sense of justice, all their idealism, 
all that they have learned of the horrors 
of war, all their dead and maimed and 
crippled, the thousands of those still 
suffering in the hospitals from disease — 
and wounds, will together make an 
irresistible force that will demand 
American coéperation in European 
rehabilitation. Against such a force © 
misunderstanding, prejudice, and even 
mistaken party loyalty, will not long 
avail. We shall then, under the urge | 
of the knowledge that American co-— 
operation is necessary for the rehabili- 
tation of Europe, act once more with 
the sincerity, enthusiasm and effective-_ 
ness that characterized our participa-— 
tion in the W ar. 
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Democracy, Foreign Policy and the Split Personality 
of the Modern Statesman 


By Water LippMANN 
of the Haitorial Stall of the New York World, New Yok 
E have all of us noticed with accustomed to say in confidence, 


some dismay a tendency of 
statesmen towards what psychiatrists 
call split personality. I am _ not 
referring, of course, to the kind of 
double life, often exploited in melo- 
drama, where the official is a paragon 
of virtue in public, while in private he 
leads a life of shame. In fact, it is my 
experience that this view is quite 
misleading, though you will encounter 
it in the most advanced intellectual 
circles. There you will still find it 
believed that if only the public knew 
the whole truth about public men, it 
would be a very dark truth indeed. 

That there is a dark truth about 
most public men I am convinced. 
Nothing seems to me more certain 
than that most of them are leading 
dark, illicit and subterranean lives of 
moderation and reason. They flaunt 
their vices to the public; they shiver 
and quake at the thought that some 
indiscreet journalist will expose them 
to the world as men of virtue and 
common sense. I can think at this 
moment of several leading politicians 
in Washington who would rather be 
whipped than have it known how 
sound are their views on the bonus, 
the tariff, the inter-allied debts and 
the League of Nations. A journalist 
could do them no greater injury than 
to repeat things which would convince 
the majority of their audience that 
these public men were worthy of the 
utmost confidence. 

This sort of thing is world-wide, as 
almost anyone can testify who knows, 
for example, the difference between 
what the statesmen at Paris were 


especially at breakfast, and what they 
gave forth in speeches to their con- 
stituents. Those of you who have 
been in the European capitals recently, 
and have talked with cabinet ministers 
and party leaders must have had the 
same experience. You must have been 
struck with a sense of how very much 
greater is the measure of agreement as 
to what is sane, than anyone would 
ever suspect from public speeches and 
public actions. We have had striking 
evidence of this quite recently. For a 
few days at Genoa M. Barthou was in 
actual agreement with Mr. Lloyd 
George, and it was not until he had 
been summoned back to Paris and 
trounced in the press that he remem- 
bered that these public exhibitions of 
ordinary private common sense are 
not as yet permissible. There is very 
little doubt that if you could lock all 
the prime ministers of Europe in a 
sound-proof room, their real views 
would soon show an amount of agree- 
ment that their public utterances 
never reveal. 


Tue JOURNALIST AND THE NEw 
DipLoMAcy 


The split personality of the modern 
statesman is an almost daily experience 
in the life of a journalist. You find 
yourself dealing with two sets of facts 
and opinions: the private facts and 
opinions of the great man, and the 
public version of those facts and opin- 
ions which the great man feels called 
upon to maintain. And as a journalist 
you must help him maintain the pub- 
lic version on penalty of losing his 
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confidence: that is to say on penalty 
of not learning privately what he pri- 
vately believes. 

For example, you write an editorial 
urging a party leader not to deceive 
his constituents by telling them they 
are about to receive large instalments 
of interest on the war debts. The next 
day his friend Jim calls you on the 
phone and assures you that the great 
man is quite sound on the debt 
question. Jim has talked to him and 
the great man is nobody’s fool. Get 
that straight. So don’t be excited 
about it. Keep cool. The people 
aren’t ready for that sort of thing yet; 
but the great man is leading them on 
slowly, step by step, towards the 
appalling and dazzling truth. When 
will he tell them the truth? Ah, that 
depends. If things go well and if 
impatient journalists don’t stir up 
the opposition prematurely, the time 
will come when the truth will be told. 
And, in the meantime, is it not better 
to have the great man remain where 
he is, with his sound views on this 
great question, than to let him be 
turned out by someone who will not 
only do just what he is doing, but will 
also believe in doing it? 

When this sort of thing happens 
once, you are angry. When it happens 
under all sorts of circumstances you 
realize that it is not simply a question 
of personal integrity. You begin to 
realize that you are feeling the effects 
of a revolutionary change in the technic 
of diplomacy. You are forced to 
acknowledge, I think, that here is an 
aspect of the transition from a diplo- 
macy which was the private concern of a 
small class of insiders to a diplomacy 
which is compelled to satisfy the 
fluctuating politics of a legislature and 
the still vaguer sentiment of the coun- 
try as a whole. The transition, to be 
sure, is not complete, and probably it 
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will never in our time be carried to its 
logical conclusion. 
Much, indeed, that is meant to 
seem like perfect obedience to popular 
sentiment is in reality a carefully 
stage-managed show. The so-called 
plenary sessions of the various inter- 
national congresses are a prime ex- 
ample. These stately gatherings are 
concession to the ritual of democracy, 
rather than decisive and executive 
councils. Even more than in our 
national party conventions, the things 
which are publicly decided have been 
privately decided beforehand. 
Nevertheless, in the hotel rooms or 
in the nearby villa, where decisions are — 
privately made, the negotiators are to’ 
an unprecedented degree conscious of — 
opinion in the legislature and among — 
the voters in the dim ¢istance. They — 
are continually aware of the fact that — 
if they guess wrong about their hench- 
men or the rank and file, they will be 
broken politically. aa 
And yet these opinions which the 
statesman is forever trying to estimate 
are rarely a clear guide to the questions 
before him. From the official point of 
view they are danger signals, telling 
him where he must not trespass at all, 
where he may venture at his peril, and 
where he must make a wide and 
troublesome detour. All democratic 
statesmen respect these signposts, or 
they are ruined. They differ in their 
reading of them. Some of them can — 
tell the difference between popular 
taboos that are deeply founded, and 
taboos which are organized, publicity- _ 
man bluff. Some statesmen cannot _ 
tell the difference, and to them every _ 
stray cat, every goat and every donkey _ 
looks like a sacred cow. wn 
a 
Allowing for personal differences _ 
among statesmen, differences of cour- A. 
age and interest in truth, we must © 
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note that almost without exception, 
especially in the realm of foreign 
affairs, the modern statesman is caught 
in a contradiction: he must defer to 
the force of opinion because that is 
where power resides; yet he must deal 
with affairs in which public opinion is 
only a very partial, and almost always 
a merely negative guide to policy. 
Soon he discovers that there is no pre- 
established harmony between govern- 
ment for the people and government 
by the people. And his indulgence in 
rhetoric, his evasions of the real issue, 
his fright at plain speech, his descent 
into florid abstraction is, in a very 
large degree, the attempt to effect a 
working compromise between that 
which at the moment interests the 
people, and that which he believes to 
be in the interest of the people. 
Between his guess at what the public 
wishes and his own best judgment of 
what the public needs, he generally 
manages to split his personality into 
two selves, neither of which is on 
friendly terms with the other. 

This great democratic difficulty be- 
comes most apparent in international 
relations, although samples of it are 
only too evident within the national 
boundaries. But at least in domestic 
affairs the parties concerned speak the 
same language, have common habits 
and more or less similar environments. 
The other side, and the other aspects, 
cannot be wholly dodged, and so they 
receive some consideration. But in 
foreign affairs the others concerned in 
the business are fenced off, frequently 
by a spike fence, each not only within 
its own language and tradition but 
within its own experience. 

Almost inevitably, then, people see 
the relation only as it affects them. 
They see what this year’s taxes will be 
if interest on the inter-allied debt is not 
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easily, and what the peace of the world 
will be if we insist on keeping European 
budgets unbalanced, they see hardly 
at all. They judge their own larger 
interests as a nation, and their still 
larger interests as members of the 
human family, by those taxes, those 
cheap Czechoslovakian wrist-watches, 
by the default on these bonds, by that 
bit of experience which has affected 
them most painfully and vividly. 

“No one,” says William James, 
“sees further into a generalization than 
his own knowledge of detail extends.”’ 
And therefore, the same man, any man 
almost, left to his own judgment, will 
think nothing of demanding payment 
of the debt to lighten his tax burden, 
a prohibitive tariff against goods to 
pay the debt in order to protect himself 
against competition, and the open door 
throughout the world to expand his 
foreign trade. A public opinion resting 
on no better foundation than immediate 
experience is quite capable of insisting 
on such a contradictory program. 

And statesmen, bowing to what they 
call the public will, are quite capable of 
pretending that such a program of 
contradictions is feasible. Only in 
private will they tell you that, of 
course, it is not feasible. But what 
can they do about it? Public opinion 
has decreed, and they must obey. 


ImpoRTANCE OF Reat LEADERSHIP 


But must they? Only on the un- 
necessary assumption that their pres- 
ence in public office is essential to the 
safety of the republic, is it necessary 
for public men to drift with the tides 
of opinion. For how can opinion ever 
arrive at a real view of a great inter- 
national question if those on the 
inside, if those in the know, spend 
their time waiting for instructions 
from those of us on the outside who 


paid. What next year’s trade will be cannot possibly know? On questions 
if the interest is paid, they see less as complex as those awaiting settle- 
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ment in the world today, it is utterly 
impossible to rely on the mysterious 
wisdom of the people. And any states- 
man who pretends that he does rely on 
it, or can, is trifling with questions of 
life and death. 

For since knowledge of these in- 
tricate and far-reaching matters cannot 
be obtained by consulting your con- 
science or your sentiments about the 
bonus or the income tax, the only 
possible means by which democracy 
can act successfully in foreign affairs 
is access to the knowledge which the 
insiders possess, because the sources of 
information are in their hands. For 
the executive in any democratic coun- 
try to keep his knowledge a secret, and 
then wait to act until public opinion 
approximates what he secretly believes, 
is absurd in theory and unworkable in 
practice. It ends in drift, factionalism 
and the deterioration of the standards 
of public life. 

The problems of the modern world 
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als 


are puzzling enough without complicat- 
ing them still further by permitting 
our leaders to abdicate their leadership, 
because they might be attacked and 
lose votes. The best wisdom the in- 
siders have may not be enough to save 
European civilization from an era of 
deepdecay. But it would beintolerable 
to think that we had not prevented 
that decay because we declined to act 
according to such lights as we have. 
At least we might try, even at the risk 
of the next Congressional election, 
yes, even at the risk of defeating a few 
senators, to have our leaders speak 
their whole minds, and act on their own 
full judgment of what the situation 
requires. 

It is this false obedience to an un- 
directed and necessarily uninformed 
public opinion which, to my thinking, 
constitutes the greatest practical ob- 
stacle to any constructive relation- 
ship between the Old World and the 
New. 

Liter!) | » 
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Prosperity 


By Caprarin Paxton Hissen! 


Executive Secretary, American Committee for Relief of Russian Children, Formerly Secretary 
of the Near East Relief Commission 


LEASE consider me merely an 
eye-witness—an American eye- 
witness—who has observed conditions 
in Europe, and especially in Russia, 
today, and who can set before you no 
more than the reflections that might 
come to any of you after you had 
personally visited and studied the 
situation in Europe as it is now. It is 
well, I think, to have the authoritative 
statements of such distinguished gentle- 
men as Their Excellencies, Dr. St&p- 
anek and Signor Quattrone. They 


! Author of Constantine I and the Greek People. 


give the point of view of their respective 
countries. But it is well too, I feel, to 
have the impressions of an American 
who has viewed the problems of 
Europe today with American eyes. It 
is that that I offer you—nothing more. 

It has become a habit of late to 
assume that the return of peace to the 
world, in so far as that consummation 
devoutly to be desired depends upon 
some practical international financial 
settlement, is a question whose solu- 
tion is impossible without the con-— 
currence of the United — - 
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indeed, without some very considerable 
concessions on the part of the United 
States in respect to the foreign debts 
due this country. This is, of course, 
true in a certain measure. But in its 
implications it is not universally true. 

For the réle played by Russia in the 
matter of any settlement of Europe’s 
debts is far more vital than the rdle 
played by the United States. We in 
America are not, I take it, going to war 
to collect what is coming to us, nor is 
the theory tenable that certain nations, 
or combinations of nations, may find 
it good policy to go to war with us to 
wipe off their financial slates. With 
Russia, however, it is different. Na- 
tions have already made war upon 
Russia to collect what Russia is said 
to owe. The danger of a repetition of 
this international tactic is by no means 
conjured. I believe, and I believe that 
it may be proved, that France, for 
example, has effected a_ tentative 
partnership of nations with precisely 
this object in view, should occasion 
offer. The unsettled state of Russia’s 
relation to the European debt situation 
offers, therefore, a possibility of war 
which is not characteristic of the rela- 
tion of the United States to the Euro- 
pean debt situation. 


America’s Part In THE Dest 
COLLECTION 


America’s part in this drama is not 
so direct. It is, however, capital; for 
it is by America’s attitude towards 
Russia that the extent of the danger of 
further war as a means of debt collec- 
tion may be limited. In a word, if 
the United States were to participate, 
with other nations, in financial ar- 
rangements looking to the economic 
rehabilitation of Russia, and so of the 
remainder of Europe, the danger of war 
arising out of past Russian debts 
would in all likelihood be laid. If not, 


then war remains on the horizon as a 
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possible result of the European finan- 
cial situation. 

It is no good to say that world 
public opinion would not permit a new 
European war to collect debts. World 
public opinion did not halt the French 
adventure of General Baron Wrangel, 
nor has world public opinion restrained 
the French from vitiating the Treaty 
of Sevres by making nullifying ar- 
rangements with the Turkish Nation- 
alists. If and when Roumania and 
Poland, for example, with French 
backing, become ready to move against 
Russia, world public opinion may be 
adverse, but it will not stop the move. 

Only one thing can render such a 
contingency improbable, not by for- 
bidding it, but by rendering it needless 
—American recognition of Russia to an 
extent which will permit of Russia’s 
securing sufficient credit in this coun- 
try or elsewhere to enable her to. effect 
a real economic regeneration, and so 
furnish her creditors with ground for 
belief that some portions, at least, of 
the sums claimed by them may yet be 

paid. For what paralyzes economic | 
regeneration in Europe is the knowledge 

(unadmitted but not the less real) that, | 
try as they may, for the Germans or 
the Austrians or the Italians or the 
French, or, indeed, most of the Euro- 
pean countries which were engaged in 
the late war, there is no possibility 
whatever of a financial return to nor- 
mal through the use of the energy and 
the resources of the countries con- 
cerned, alone. It is a homely simile 
and one which may not be understood 
by many Academy readers, but the 
fact is that Europe today is like a 
poker game at three o’clock in the 
morning. The winners have taken 
their winnings and gone home. The 
kitty has absorbed the remaining 
cash. The only thing left to play for is 
the I. O. U. of the losers. Without 
new funds in the game it is dead. But 
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it is futile to say that under such 
circumstances the game will break up. 
No poker game in my experience ever 
did, and I doubt if this great inter- 
national poker game will, either. 


Economic PossisiLitres IN RussIAN 
RESOURCES 


When in this simile I speak of new 
funds that must be brought into the 
game, I do not necessarily mean cash 
loans or even credits. I mean new 
resources, additional labor, the ma- 
terial of reconstruction, in short. Now 
the obvious country in position to 
furnish these things to Europe is, of 
course, Russia. With the materials of 
reborn industry rendered available 
from Russia, there is hope that the 
European debt situation may find 
solution. But, unhappily, the raw 
materials of Russia are like ore in a 
mine. Their value is undoubted. The 
good that they will do towards the 
rehabilitation of Europe is not ques- 
tioned. But there must be an in- 
vestment of capital in some sort of 
mining machinery to get at this ore. 
There must be an investment of capital 
in the tools of industry, of agriculture 


and above all of transportation, before | 


the ore of Russia’s national wealth | 


can be made available for the factories 
and the workshops of western Europe, 
and the immense market of one hun- 
dred and forty million people, lacking 
every necessity and luxury of life, 
opened to the trade of the world. And 
it is precisely because Europe has not 
this capital to advance to Russia, for 
the common good both of Europe and 
of Russia, that the European debt 
situation is as insoluble a problem as 
itis. Had Europe this capital available 
in sums sufficient to begin the economic 
reconstruction of Russia, I venture to 
say that that event would wait upon 
no Genoa. The capital required would 
be in Russia now, as a private venture. 


| 
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But the truth of the matter is that for 
any comprehensive handling of the 
entire problem of Russian reconstruc- 
tion—and it is a problem that must be 
handled whole or not at all, to be 
efficiently dealt with—the only country 
in the world disposing of sufficient 
capital today is the United States. 
And so, while the recovery of Europe 
waits upon Russia, the key with which 
the wealth of Russia may be unlocked 
is here in this country. a 


Py) 
AMERICAN INTRANSIGEANCE 


That is, after all, I take it, the 
meaning of Genoa.? It is not that the 
solution of the problem of “the 
economic reconstruction of Central 
and Eastern Europe”’ (as the invitation 
to Genoa phrased the purpose of the 
Conference) may be found at Genoa; 
but that there may be spread before 
the American people and the American 
government the terms upon which 
Russia will participate in the economic 
reconstruction of Europe in such a way, 
Mr. Lloyd George hopes, as to induce 
America to finance the enterprise of 
recreating world-business and of ending 
the menace of war by supplanting 
conquest by industry, through getting 
Russia back on her economic feet. 

I am conscious that there are objec- 


tions to this course in the minds of | 


many people in this country who have 
become confused by the widespread, 
malignant, propaganda against every- 
thing connected with the Soviet govern- 
ment of Russia, which has been made 
current in the United States through 
the efforts of Mr. Boris Bakhmetieff 
and his colleagues and friends in and 
out of our State Department. I had 
thought that recent revelations of facts 
about Russia had about killed this 
mischievous propaganda, but Mr. 
Chester M. Wright has disabused my 


2 This article was written before the close of 
the Genoa Conference.—Clyde L. King, Editor. 
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mind of this hope. Mr. Wright, 
representing Mr. Gompers, and claim- 
ing to represent American Labor, 
-repeats* every single one of the ex- 
ploded propaganda tales about Russia 
that have been current during the 
past four years and that have served 
the purpose of shoring up American 
opposition to relations with Russia. 
No; I am unjust. He did omit one— 
the fairy tale about the nationalization 
of women he spared us; perhaps he 
overlooked it. What I want to inter- 
ject here is this: Neither Mr. Gompers 
nor Mr. Wright, in their bitter hostility 
to Russia represent American Labor. 
I have just come from Chicago, where 
. I addressed the Amalgamated Cloth- 
ing Workers of America in convention, 
as I have spoken to similar gatherings 
of labor about weekly since my return 
| from Russia. The Amalgamated Cloth- 
z | ing Workers voted to raise and invest 
‘one million dollars of the workers’ 
_ |money in leasing factories in Russia 
under the new economic policy of the 
4 Russian government, to show the 
_ \Russian workers how to manufacture 
; ; othing in the American way, and at 
_ \the same time to help the Russian 
workers to meet the crying need for 
clothing that now exists in Russia. 
I respectively submit that this is a 
constructive plan, in contradistinction 
to the purely destructive views of Mr. 
_ Gompers and Mr. Wright, whose 
views depend, not upon conditions in 
Russia at all, but upon the internal 
policies of the American Federation of 
Labor. And it is my opinion that the 
great mass of labor in this country is 
sufficiently forward-looking to follow 
the constructive lead of Sidney Hillman 
and Joseph Schlossberg, of the Amal- 
gamated Clothing Workers, not the 
destructive lead of Messrs. Gompers 
and Wright and William English 
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Walling in their attitude — 
Russia. 

It is not material, after all, that 
certain. interested influences in the 
United States still continue to spread 
the hysterical propaganda of four years 
ago about Russia. If what I tell you 
does not coincide with these tales, I 
can only explain it by the fact that my 
ideas of conditions in Russia are based 
on personal study of those conditions 
in Russia, and therefore can scarcely be 
expected to keep pace with the flights 
of fancy of less restricted writers and 
speakers on the subject. 

But for this reason, if for no other, 
it behooves us to examine the situation 
here in this country to ascertain, if 
possible, what stands in the way of a 
solution of the whole European debt 
problem through the advance of funds 
by the United States, either directly 
or indirectly, for the economic re- 
habilitation of Russia, and so of 
Europe as a whole. On broad general 
lines this examination leads the in- 
quirer to two men: Mr. Hughes and 
Mr. Hoover. They are the backbone 
of the opposition, not simply to politi- 
cal recognition of the Russian gov- 
ernment, but to any participation 
whatever by the United States in 
the economic regeneration of that 
country. 

Of the attitude of these two gentle- 
men I know only what they themselves 
have said. Mr. Hughes says that the 
United States cannot recognize Russia 
so long as the right of private property, 
the sanctity of contract and the right 
to what he is pleased to call “free 
labor” are not recognized by the 
Russian government in a manner 
satisfactory to our government. Mr. 
Hoover follows generally this same 
line but, as an engineer who had en- 
deavored to exploit properties in 
Russia himself, lays particular stress 
on recognition by Rus: ia of the right 
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: of private contract, specifically labor government because it does not recog- 
contracts. nize private property” you say in 

; effect, ““We will not recognize the 
' Tue Opstac.e OF Property Ricuts Russian government because it is a 


l Now, of course, this is a bit like government, and exercises the function 
; requiring the United States to re- of a government to define property 
establish negro slavery and abolish the _ rights as it chooses.” 
writ of habeas corpus. The Russians 
, have been at some pains to get rid of 
the worst phases of landlordism and the The same is true of contract rights. 
exploitation of the peasants by a sort To maintain anything else is logically 
. of peonage, which kept them continu- to say to Russia, “The only terms 
! ally impoverished and permanently upon which we will recognize your 
unfit for any sort of citizenship. They government are that you abrogate 
have been through four and a half your functions as a government and 
years of hell to liquidate the treatment set us up as a sort of super-government 
of millions of human beings as if they over you, empowered to define the 
were chattels. To assume that they relations between our nationals and 
are now ready voluntarily to return to yours.” It is to say to Russia what 
those evils is grotesque. Of course we said to Turkey and to China, 
they will not, and any agreement their namely, “You are not a government, 
representatives may sign to that effect so far as our nationals are concerned.” 
will be scarcely more binding on 140,- If that is the idea, well and good. 
000,000 Russian people, at last en- But let us say so, frankly. Let us not 
franchised, than a hope. pretend to a virtue which is based 
But why this devotion to private| upon a legal fallacy. We want Russia 
property rights on the part of our| as a field of exploitation, not as a free 
government? Private property is by| member of the family of nations. 
no means one of the inalienable rights. That is what Mr. Hughes means. 
of mankind which our Constitution That is what Mr. Hoover means. Is 
established, and in our legislation has | it what the American people mean? 
been, still is, and probably always will ' And do they mean it, with all its 
be, subject to all sorts of limitations implications of war at no distant date 
imposed by that authority from which —and the basest of wars—a war for 
alone private property rights spring, money? 
namely, the government. If it pleased For I have tried to make it clear 
the government of the United States to that this American position of intransi- 
abolish private property rights in geance towards the Russian state as 
human slaves, it did so, and those who today constituted is not a matter 
claimed reimbursement, claimed in which concerns us alone. It involves 
vain. If it pleased us to render Europe. It concerns the whole world. 
valueless property rights in breweries For the question of future peace in 
and distilleries, we did so, and for- the world—in so far as the peace may 
eign shareholders in these enterprises be disturbed by such matters as 
whistled for their investments—or “reparations” and foreign debt ad- 
became bootleggers. It is a function} justments (and I take it those are the — 
of government, everywhere, to define) principal menaces to peace today)— 
private property. When you say,| depends primarily upon the ability of — 
“We will not recognize the Russian all Europe, including Russia, to turn — 
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cannon into plowshares, and to get to 
work again. If Mr. Hughes and Mr. 
Hoover really represent American opin- 
ion in respect to Russia, then Mr. 
Lloyd George is wasting his time at 
Genoa, and the drama being staged 
there for our benefit is being played in 
vain. 


PouiticaL NaturRE oF GENOA 


CONFERENCE 

For, in very crude terms, the Con- 
ference at Genoa has already ceased to 
be an effort to effect “the economic 
reconstruction of Central and Eastern 
Europe” and become an effort to 
compel the Russian delegates to re- 
nounce the Russian revolution. And, 
in this effort, those who are leading the 
political rather than the economic 
struggle have been armed by two 
things: (1) By Mr. Hughes’ reiteration 
on May 1 of his original position, that 
the Russians must renounce such gains 
of the revolution as may be in conflict 
with our own individualistic concept of 
the functions of a sovereign state, and 
(2) by Mr. Hoover’s refusal to make 
his—or rather our—relief of Russia 
more than a stupendous dole for the 
starving—his unwillingness to accept 
either the Nansen or any other plan of 
relieving the destitute Russian people 
by enabling them to secure in the 
United States the tools of a reconstruc- 
tion that would render a continuation 
or a repetition of present famine 
conditions improbable. Mr. Hoover, 
for example, as head of the American 
Relief Administration, has been most 
outspoken in his complaints of the 
alleged breakdown of the Russian 
transportation system and of the 


handicaps which the ancient rolling 
stock of the Russian railways has 
placed in the way of his relief program. 
But Mr. Hoover, as Secretary of 
Commerce, has not thrown the weight 
of his influence to enable the Russian 
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government to secure a credit for the 
purchase in the United States of 
locomotives and railway equipment to 
remedy this situation. As with Mr. 
Hughes, his position has been one of 
complacent observation of the inexora- 
ble process of destruction, driving 
Russia farther and farther into the 
mire of economic ruin, and thus post- 
poning the economic regeneration of 
Europe through the opening of Russia 
to world-trade again. 

It is with full knowledge of this 
attitude on the part of the two leading 
political figures in the American Cabi- 
net that those delegations at Genoa 
which have sought most assiduously to 
turn the Conference into a political 
rather than an economic convention, 
have adopted a corresponding in- 
transigeance towards Russia. The 
effort has been disastrous to the pur- 
pose of the Genoa Conference. To 
assume that the Russian delegates are 
empowered to, or would if they were so 
empowered, repudiate the revolution 
and accept nullification of what they 
regard as the greatest forward step 
humanity has taken since the French 
revolution, is to be singularly blind to 
what has taken place in Russia during 
the past four years. It is there, after 
all, that my testimony may be really 
useful to you—a testimony based upon 
personal observation. 


Tue Fact or Revo.utTion 


Since the days when Ambassador 
Francis’ querulous dispatches com- 
plained of the lack of savoir faire of the 
new Russian government in the winter 
of 1917-1918, there has been an extra- 
ordinary disposition on the part of 
people outside of Russia to pass over 
the fact that a revolution has taken 
place in that country. It is perhaps not 
altogether the fault of Mr. Hughes 
that he does not see the Russian revo- 
lution in its larger social aspects. We 
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have come to too familiar 
with revolution as a mere method of 
changing administration in Latin 
American countries to take revolution 
seriously. -It would be salutory to 
return to the French Revolution for a 
parallel, and to recall that confiscation 
of private property was one of the 
features of that ‘upheaval; or to the 
Mexican revolution, with its confisca- 
tion of church property, and thus to 
accustom ourselves to the idea that, 
in the process of a revolution, the 
established order does sometimes get 
upset—and stay upset. 

I seem to recall that, at a later date, 
the French government, as a matter of 
expediency not of principle, com- 
promised the claims of foreign nationals 
for confiscated property, for a small 
part of the amount claimed; but I 
remember very well that when I was 
in the American Embassy in Russia at 
the time of the Revolution of 1905, 
claims of Americans for damages 
suffered to their property during that 
revolution were rejected by the im- 
perial government of Russia, and we 
accepted that rejection. As a matter 
of expediency, not of principle, the 
present Russian government is, and 
has been all along, ready to recognize 
the legitimate obligations of the former 
Russian government—which is more 
than can be said of those European 
powers whose hired armies invaded 
southern Russia and laid it waste in 
1919. Could you but see, as I have 
seen, the wilful destruction, the im- 
mense havoc wrought by the armies of 
Denikin and Wrangel, it would seem 
to you, I am sure, as it does to me, that 
those who speak of reimbursement for 
losses sustained in Russia, while ignor- 
ing the losses sustained by the Russians, 
must either have their tongues in their 
cheeks—or be indifferent to the verdict 
of history on a spoliation so shameless. 


If we in this country imagine for a 


moment that the Russians do not 
resent the damage caused by the 
foreign-financed “White” armies, let 
me disabuse your minds of the mis- 
conception. If you think that the 
humblest Russian peasant does not 
know that there has been a revolution 
in Russia—and is not glad of it—I 
assure you that you are in error. 


Tue Trutra Asout Russia 


But this does not in the least mean 
that any investment by foreign capital 
in Russia is a dangerous business. 
Indeed, it is precisely the contrary. So 
far as future investments in Russia 
are concerned, every step which may 
reasonably be required has already 
been taken. By the decree of Novem- 
ber 23, 1920 (Laws of 1920, Article 421) 
Russia has “guaranteed the property 
of those holding concessioas in Russia 
against any sort of nationalization 
requisition or confiscation, and has 
given them various privileges which | 
will allow them to carry on their 
business without interference.” A 
special decree of the Central Executive 
Committee (Laws of 1921, Article 313) 
“guarantees the fulfillment of lease 
contracts and prescribes that they can m2, 
only be set aside by the courts” 
as in this or any other country. 

The “right of free labor” which so 
exercises Mr. Hughes and Mr. Chester 
M. Wright‘ has been guaranteed by a 
whole series of laws in Russia, from 
Article 188 of the Laws of 1921, which 
frees labor from the requirement to 
work for the state, to Article 323 of the 
same year, proclaiming the freedom of 
all workers to choose their own diaghiggeitt 
ment and to leave such employment 
without special authorization—a free- 
dom rather larger than our courts 
sometimes allow labor in this country. 

As for contracts, I quote: “In 
general, all contracts, including those 


*See page 74. 


HABILITATION 
. 
f 
| 
| 
‘ 
> 
| 
| 
| 
] 
¢ 
nf 


to which the State is a party, are 
binding and enforceable by law, and 
i any provision included in the contract 
excluding the parties from resorting 
to the courts, renders it invalid.” 
(Russian Information and Review, April 
1, 1922, page 311). 

These terms of ordinary guaranty 
of rights of foreigners within Russia 
have been found so satisfactory to 
fourteen countries that they now have 
full diplomatic missions in Russia; 
five have trade delegations with quasi- 
diplomatic functions; two have special 
missions—this as of December 1, 
1921. Why are they not satisfactory 
to us? 


America’s RESPONSIBILITY 


[have tried to suggest that not only 
does prosperity in Europe depend upon 
Russia, but peace also. I believe that 
many of the financial claims of Euro- 
pean nations upon Russia are just, 
and I know that Russia is ready to 
liquidate them. I believe, also, that 
many claims of Russia against the 
Western powers for damages caused by 
invasions of Russia, provoked and 
financed by those powers, are as just as 
-was ever our own “Alabama” claim 
against Great Britain. All of these 
matters could and would be adjusted 
readily enough, were anyone certain 
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What Can Be Done for Russia? 


that their adjustment would be fol- 
lowed by a new era of production and 
prosperity in all of Europe, including 
Russia. But that depends upon us, in 
this country, who hold the key to the 
credit essential to any resumption of 
industry in Russia, and so in Europe, 
generally. None, it is true, can force 
us to recognize Russia, or to lend 
Russia the tools of economic regenera- 
tion. But if we do not, if we stand 
aside, all Europe is more than likely 
to rush to a ruin in which we cannot be 
unconcerned. 

I can best close, I think, by quoting 
Dr. R. Estcourt, in The Annalist of 
May 1, 1922—a journal published by 
the New York Times, and scarcely to 
be termed radical. He says: 


Compromise is essential all around. 
What we have to recognize is that there is 
a de facto and a de jure government in 
Russia that has stood up against all comers 
for nearly five years, while the law of 


for only two years in order to command 
diplomatic relations. It is therefore a mere 
matter of form to certify that the existing 
government is as much a _ recognizable 
government as any that that country has 
previously had, and is slightly less despotic. 
Russians may have ideas as to internal 
matters that are different from those we 
cherish, but is there any country in the 
world governed precisely like another? 


Vir requires such conditions to exist 
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By Baron S. A. Korrr 


Former Vice-Governor of Finland, Professor of Political Science, School of Foreign Service, 
Georgetown University, Washington, D. C. 


HERE are many intelligent and 
educated Americans who fret at the 
imposed or seeming inactivity in the 
Russian question. They feel that here 
is a country, for which they have much 


sympathy, that is in need and that is 


suffering, but they do not see very well 
how they can help. And I am sure 
that for a Russian the situation is even 
worse, for it is a terrible feeling to know 
that one’s own countrymen are suffer- 
ing and that one is seemingly unable to 


help them. We must remember, too, 
how much has been tried—interven- 
tion, blockade and all sorts of other 
means, every one of which has failed— 
and I think we know, now, that they 
had to fail. 

There is a second cause of anxiety, 
namely, the very clear idea that the 
world now has of the meaning of the 
elimination of Russia from the Euro- 
pean markets. There can be no peace 
in Europe without Russia. There is 
everywhere a great shortage of the raw 
materials and foodstuffs, that Russia 
could furnish, and did furnish in former 
days. 

Then, there is a third cause of alarm 
as to the future, and especially as to 
the future relations of Russia to 
Germany. I think the question of 
reparations in that respect is the 
simpler side of it. The moral and 
political aspects are much more serious; 
significant warning was given not so 
very long ago in the treaty between 
Germany and Russia. It has been 
pointed out, and I think quite rightly, 
that it is not the contents of the treaty 
that alarmed the people of Europe: it 
is the idea of these two countries 
coming together and in the wrong way. 
It was this realization that suddenly 
dawned upon the people of Europe, 
though probably many of them knew 
of the danger of a possible monarchical 
restoration. Let us take a step further 
and mention the danger of a possible 
vengeance on the part of a strong, res- 
urrected Germany. 

There used to be a fourth source of 
nervousness; many powers were very 
much afraid of the so-called Bolshevik 
poison or Bolshevik contagion. I 
think at present that anxiety has 
somewhat abated, and for several 
reasons: First of all, because people 
realized that you cannot fight that 
danger by force. Many have tried 
it, but have always failed. 


Can Be Done ror Russta? 


You 


cannot fight ideas by force or bullets. 
Secondly, anxiety has weakened be- 
cause it has been realized that the 
danger depends on a country’s own 
internal conditions; a strong and 
healthy social body can get rid of the 
poison of Bolshevism just as our 
physical body can prevent physical 
disease; and then, thirdly, because 
most intelligent people realize that the 
experiment that was tried in Russia 
failed, and had to fail; that the sys- 
tem of communism as such did not 
work. 


MANNER OF RELIEF 


What then can be done for Russia? 
In what way can the situation be saved? 
I think it would be, to say the least, 
naive to think that political recognition 
of the present Russian government can 
help in any way. I think that rec- 
ognition alone cannot create better 
conditions as long as the present 
régime lasts. The question is, then: 
first, how to help Russia; secondly, 
how to assist the rest of Europe, and 
thirdly, how to avoid any German 
danger, if such exists. And I think 
that all three are very intimately con- 
nected. Russia needs Europe; Europe 
needs Russia, and only in codéper- 
ation can they avoid that outside 
danger. 

You can help Russia in several ways. 
Of course, the simplest way is charity. 
You go, as Americans do, into Russia 
and give without ever expecting to 
receive anything in return. That is 
charity, pure and simple, and I take 
this opportunity to mention the 
wonderful piece of work the American 
Relief Administration has done and is 
doing. I have seen many men who 
have come out of Russia—Americans, 
English, French and Russians—and I 
can say that I did not hear one single 
dissenting voice. Every one of them, 
without exception witnesses to the 
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efficacy with which the work is being 
carried on. That is certainly a re- 
markable record and well appreciated 
on the other side. I need not mention 
the dimensions of the work. America 
goes far ahead of any others. Where 
America gives a million pounds Eng- 
land gives a little less than one hundred 
thousand pounds, about one-tenth of 
what America gives. 

But it is not that way that you can 
save the situation. Charity is a palli- 
ative and always must remain such. 
It is quite another question, as to how 
one can assist in reéstablishing the com- 
mercial contact of Russia with the 
outside world. That in turn can be 
divided into two questions. The first 
is, how to get the raw materials out of 
Russia. I eliminate the export of 
foodstuffs, because I think that for a 
long period Russia will not be able to 
export foodstuffs, as she herself is 
starving. The second question is, 
how to get into Russia the industrial 
products, and, also, how to get in the 
human power, the men, the special- 


ists, who can go in and _ work 
there. 

Russian Exports 


At the present day something has 
already been done in the way of exports 
for a number of countries now get some 
amount of raw materials out of Russia. 
Seandinavia and especially Sweden, 
I suppose, would stand in the first 
place, for they are the nearest neigh- 
bors. They were the first to start the 
movement, and they get the pick of 
the little that Russia can give. Then 
come some of the Baltic States, the 
Succession States on the south shore of 
the Baltic Sea and Italy in the south, 
with the other Slav States on the 
western border and, finally, England, 
getting the crumbs. This latter fact 
_ is most remarkable in view of the agree- 


ment that the English have concluded 
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with the Bolshevik government; the 
results of the trade between Russia 
and England on the whole are very 
meagre and the British Foreign Office 
is very chary of furnishing any relia- 
ble returns or even of giving infor- 
mation. 

Commerce to be successful always 
means that imports and exports in 
some way balance, and that is where the 
great difficulty of the present day comes 
in; such a balance does not exist. The 
United States, for instance, is importing 
from Russia without exporting. Eng- 
land is trying to export without im- 
porting, or importing very little. 
Getting the industrial products into 
the Russian market is very difficult. 
Here again I would say that Scandi- 
navia, and especially Sweden, has the 
first place, because the Swedes are the 
nearest neighbors and because they 
were the first to try it. The second 
place is taken by Germany; already 
at the present date there is a very 
well-established contact between the 
two countries. 

The following groups of Germans 
go into Russia: first, the German 
engineers. They are probably the 
most welcome and the more of them 
that will go to Russia, the better for 
both countries. Germany has a sur- 
plus that she does not need at the 
present moment. Why should they 
not go to help the Russians? The 
same can be said of the commercial 
travelers, who bring in the German 
goods, but who come in, however, with 
another idea, to prepare the markets, 
to study the conditions for the future. 
And they too, I think, must be very 
welcome. Let them go to Russia. 
It is the best scientific way of develop- 
ing the Russian market. But behind 
them come the officials. They are less 
welcome, and with them comes a 
stream of unemployed monarchists, of 
whom Germany has still very many. 


‘ 


Tue German Russtan Contract 


Dr. Simons, the Foreign Minister of 
Germany told the Reichstag just a 
year ago in April: “We must turn our 
faces towards the East for it is there 
that we shall send our surplus of in- 
tellectual and economical products.” 
The organization for carrying out such 
a plan already exists. 

Not long ago I had some letters 
from Russia and to my amazement 
the envelopes were stamped, “‘Gepiift, 
Deutsche V ertretungin Russland.” ‘This 
means that the German censor has con- 
trol of the correspondence that goes 
out from and into Russia. Now, such 
things are not done without any 
special purpose. Then too, some of 
Germany’s cleverest men, but un- 
fortunately of the old régime, are 
going into Russia, like the very well 
known Admiral Hintze, one of the last 
Foreign Secretaries of the German 
Empire. 

We had also another warning, in a 
different direction. Sometime ago a 
Russian Liberal (Nabokoff) was shot 
and killed in Berlin at a public meeting, 
and we know now that it was the deed 
of the Russian reactionaries there, who 
are in close contact and coéperation 
with the German reactionaries and 
monarchists. If we consider that sit- 
uation, I think we can say that the 
present German government honestly 
and sincerely wants to pay off its 
obligations. They will do their very 
best to meet a difficult situation, but 
they themselves are not very firm in 
the saddle, and there is the great 
danger. If that organization in Rus- 
sia, that I mentioned, is set in motion 
by different forces, and if Germany 
can control Russia, as I personally 
believe she can, and get out of Russia 
the two things that Germany needs, 
food supplies and man power, would 
it not be — to suppose that then, 


when she feels her oats and deems her- 
self strong again, the idea of going 
back at the Allies will come to the 
Germans? I think it would be only 
human and I say that then there 
would not be any physical power on 
earth to curb Germany any longer and 
we would see a monarchical restora- 
tion both in Germany and in Russia. 


Tue INTERNAL SITUATION 


I must mention here in describing 
the present situation some indisputable 
facts. First, we all know that Russia 


has a tremendous natural wealth; that 4 


natural resources are there in great 
quantities and within easy reach. 
Secondly, that there is already going 
on at present a gradual regeneration; 
that there are already social forces 
moving behind the scenes, that steer 
the people and may bring some un- 
expected results and consequences. 
Thirdly, that the present government 
has been forced to make concessions 
to such a degree that there is nothing 
left of its basic principle or ideal. 
There is no communism any more in 
Russia; no trace of it is left anywhere. 
Capitalism, the old, despised bourgeois 
system and methods, has come back 
in full force, notwithstanding the fact 
that two years ago this same govern- 
ment was so assiduously trying to 
destroy and annihilate them. 

Fourthly, it is also an indisputable 
fact that some foreign transactions are 
taking place at the present date. What 
are the different nations after? What 
are they looking for in Russia? In this 
respect in the minds of many Russians 
there hangs a very dark cloud. Even 
in the Bolshevik Press one can find 
reflected the dread of a coming foreign 
exploitation, the fear that Russia under 
present conditions may be turned into 
a helpless and exploited colony. There 
is no question that Russia’s needs are 
desperate. In the 
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cession-hunters, and there are many 
of them, will certainly exact the most 
severe terms and each concession will 
gradually become a centre of private 
trading and will steadily increase for 
the Bolshevik government the diffi- 
culty of keeping the bulk of the foreign 
trade in its own hands. And here is 
a dangerous loophole for corruption, 
for misuse of power and for all sorts of 
other evils. 

That this is realized on both sides 
you can judge by the following fact: 
all the arrangements, all the financial 
combinations, all the plans of the 
present day are being made for long 
terms. For instance, the plan of an 
international consortium that could 
exploit Russia was built on the basis 
that interests will be paid only after 
1927. It is a system that is being 
built for the far future, not for the 
present moment, and that discounts 
any possible political changes, like the 
down-fall of Bolshevism. 

It reminds one very much of what 
was happening in Turkey in the 
nineteenth century. That is just the 
way that the so-called Ottoman Debt 
was created, that still so heavily 
burdens the remainder of the former 
Ottoman Empire. » 

ForeIGN 

It is necessary, however, to keep in 
mind a certain most important distinc- 
tion. Not every investment that goes 
into a weak and destitute country nec- 
essarily means exploitation. There is 
a great difference, in other words, be- 
tween exploitation and development, 
and the United States in this latter 
respect offers a splendid example. 
After the Civil War English invest- 
ments began to come to America in 
great quantities; upwards of $6,000,- 
000,000 was invested in railroads, 
mines, factories, etc., but, notwith- 
standing that fact, Americans were 
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always managing their own affairs and 
gradually becoming so rich and strong 
that they were able to pay off that 
debt during the Great War. The 
capital was paying sometimes 10 per 
cent, but it was building up industries, 
it was educating large bodies of men to 
carry on these industries, it was rear- 
ing a whole generation in school and in 
life and it was continually opening up 
new sources of raw materials. In con- 
sequence, the United States only prof- 
ited from these foreign investments. 

But in the case of Russia, on account 
of her weakness, the temptations to 
exploit her are seemingly too great to 
withstand. Behindthe political scenes, 
as at Genoa, the economic factor plays 
the greatest rdle; the political questions 
are very often, if not always, a mere 
camouflage. If we consider the differ- 
ence between development and ex- 
ploitation, as described, we will easily 
see why the Russians prefer American 
capital to any other. American 
capital does go abroad and foreign 
loans are being successfully floated. 
Two loans may be mentioned, one to 
Czechoslovakia and one to Roumania, 
and two more are in prospect, one to 
Poland and the other to Serbia. 

Some companies have already large 
business investments in Russia and are 
continuing to work there. The Har- 
vester, for instance, has never ceased 
to uphold its connections and is ready 
and prepared to renew the work there 
at any moment. This is the best 
opening, the best way out of the 
difficulties and, perhaps, the only way 
to build up in Russia a Democratic 
Peasant Republic. I say “Demo- 
cratic” because I believe that the 
future government of Russia ought to 
be at the disposal of at least the ma- 
jority of the people, if not all. The 
more the citizens will take part in the 
government, the better. I say “ Peas- 
ant” because 85 per cent of the Rus- 
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sian population are peasants, and I 
think it is only fair that they should 
have the most to say in the govern- 
ment of their country. And, finally, 


LL our public men who go to 
Europe—and nearly all of those 
who don’t—make speeches or write 
articles telling what America ought to 
do to aid the rehabilitation of a war- 
wrecked world. These worthy gentle- 
men do not agree with one another as 
to details, but they are pretty well in 
accord as to the underlying attitude 
which they demand (with indignation 
or pathos, according to temperament) 
that America should assume. 

They ask us to be unselfish, or at the 
least, selfish in the enlightened spirit 
which casts its bread upon the water 
now in the expectation that the next 
tide will bring it back with compound 
interest. They demand that we shall 
take a broad, intelligent view of the 
whole complex situation, based on a 
thorough understanding of the funda- 
mental economic problems. They im- 
plore us to resume the moral leadership 
of all humanity which we won during 
the War and lost during the peace. 
They beseech us not to insist on the 
repayment of the huge sums owed us 
by the allies, sums which (1) cannot 
be paid because of the debtors’ bank- 
ruptcy; (2) if they were by some 
miracle to be liquidated, would wreck 
our foreign trade, or fearfully inflate 
our currency or both, and (3) were 
spent in America by nations fighting 
the battle of civilization, in a struggle 
which was then, as afterward, quite as 
much ours as theirs. 


By Bruce BLiIiven 
Associate Editor, New York Globe 


I say “Republic” because I think that 
is the only form of government that 
can guard us against any possible 
monarchical restoration. 


The temptation to hand out advice 
to America is entirely irresistible; I 
shall yield to it myself in just a 
moment. However, it is perhaps just 
as useful at present to enquire what 
America will do, as to tell her what she 
ought to do. After all, Europe would 
be much better pleased to find out 
exactly what likelihood there is of aid 
from the United States than to hear 
again a list of things which would be 
lovely if they were done, but almost 
certainly will not be. 


Tue ExprecTtED AND THE PROBABLE 


I think most sober students of Amer- 
ican politics and economics must agree 
with the statement that there is not 
one chance in a hundred that America 
will do the fine things she is asked to 
do to pull Europe out of the morass. 
We are urged not to be selfish, but 
unless all signs fail, selfish is exactly 
what we shall be. We are requested 
to put our demands upon the Old 
World into abeyance for a generation 
or so; but where is there in America the 
clear-visioned, broad-minded leader- 
ship which can carry through such a 
procedure against the indifference or 
the hostility of a population which, 
after all, partakes chiefly of the 
characteristics of Mr. Kipling’s bandar- 
log? 

We are invited to study and com- 
prehend the underlying economic prin- 
ciples which must be followed before 
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the wheels of industry will revolve 
between the Baltic and the Mediter- 
ranean, the North and the Black seas. 
But an intelligent understanding of 
economic fundamentals is the last 
thing of which we are capable, as the 
solemn idiocy of Washington on the 
tariff question too clearly shows. We 
are asked to cancel the allied indebted- 
ness, and on excellent grounds; but 
a majority of our legislators appear 
incapable of understanding those 
grounds, and the intelligent minority 
believes that any man who voted for 
such a thing would be hurled from 
office by his indignant constituency.— 
And it may be right. 

As for our place at the head of the 
procession, it is true that for a few 
months America held the moral leader- 
ship of the world; but was there a 
moment when the rank and file really 
deserved that moral leadership? Is it 
not true that we entered the War on 
one spiritual level and were raised to 
another when a master of vaguely 
noble phrases in the White House used 
the magic of his war-prestige to turn 
our overheated emotions into channels 
we should never have been capable of 
finding for ourselves? 

Whatever may have been true in the 
past, most Americans today are in a 
condition which might be described as 
spiritual shell-shock. The terrific emo- 
tional experience of the War exhausted 
us, left us in a state which to the eye 
_ of a practiced psychiatrist must exhibit 

many of the characteristics of hysteria. 
With our spirits battered by the war, 
we are even more calloused than 
normally to the sufferings of all persons 
at adistance. We have heard so much 
lately of Europe’s troubles that we are 
fatigued to the point of resentment, 
if not actually to a grim satisfaction 
that she is stewing in her own unsavory 
juice. Americans have always had 
what the psychologists’ jargon calls a 


humility complex toward European 
affairs. We were told over and over 
that Old World diplomats were much 
too clever for us. It was not neces- 
sarily true, but it became a fixed part 
of our national cosmogony and _ has 
seemingly emerged from the war 
period more firmly rooted than ever. 
In view of all this, the only conclu- 
sion to which a realist can come is that 
in the immediate future the best to be 
expected from official Washington is 
that it will pursue an essentially stupid, 
essentially selfish policy toward Euro- 
pean restoration. A tariff will be 
passed which will do grave harm to 
European industry and will benefit 
only small special groups in the United 
States, while injuring this country as 
a whole. A soldiers’ bonus will be 
created which will so gravely disrupt 
our finances that the average ex-service 
man will be worse off after receiving 
his money than before, either through 
currency inflation or retarded industrial 
recovery. We shall continue to de- 
mand from our European debtors inter- 
est and amortization on debts most 
of them cannot pay. Refusing to take 
any share in the rehabilitation of 
Europe, we shall go on ladling out 
to her good advice about balancing 
her budgets, deflating her currency, 
demobilizing her armies, stabilizing 
her trade and funding her interna- 
tional debts. This advice is all excel- 
lent, but Europe is neither physically 
able nor spiritually ready to accept it, 
unless we will buy her acquiesence. 
Civilization probably will not go under; 
but the twilight in which Europe finds 
itself today may be prolonged for 
decades; may even deepen before the 
light returns. 


A PosstsLte PrRoGRAM 


But the réle of prophet is as gloomy 
as it is dangerous; I greatly prefer to 
join the well-nigh innumerable cara- 
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van of dictators of morality to the 
United States. Assuming that this 
country would do all that it ought to 
do, what should its program be? 

Nothing is easier than to write a 
formula: 

The United States should offer to 
join the League of Nations if France 
and England will. Let no one argue 
that they are already in; they are 
not. No major participant has ever 
taken the League seriously enough to 
permit it to be five per cent of what 
it ought to be. An arbitration court 
is not enough; a polite repository of 
facts and agreements on the white 
slave traffic, the anti-tuberculosis 
struggle and labor conditions is not 
enough. Unless the League is the 
strongest thing in Europe, it is worse 
than nothing. It should have a great 
general staff, the only one in existence; 
it should force disarmament and de- 
mobilization on every country, and 
train only troops enough in each nation 
for use in its own service when carry- 
ing out the terms of the world-wide 
non-aggression pact. When the United 
States joins such a “League with 
teeth” she should insist that every 
other nation join as well. 

An international body of economists 
including representatives of neutral 
countries should be appointed under 
the League to revise the German repara- 
tions bill. Its first act, of course, must 
be to wipe out claims for separation 
and pension allowances. 

Under the League with America 
a member, a Federal Reserve System 
of Europe should be created, as Frank 
Vanderlip suggests, with member 
banks in all countries using its paper 
as a means of financing international 


trade regardless of fluctuations in 
exchange. The various European 
currencies, by agreement under the 
League, should stabilize their mone- 
tary values at or near the present 
degree of inflation, avoiding the ter- 
rible hardships of an attempted return 
to pre-war gold values. America and 
Great Britain should join in financing 
with their surplus gold the Federal 
Reserve System of Europe. They 
should also, by making comparatively 
small gold loans as needed, save indi- 
vidual countries from the danger of 
further paper inflation. 

As for the eleven billion dollars owed 
the United States by the Allies, the 
sum should be reduced—perhaps by 
one-half ?—as partial compensation for 
inflation of European currency since 
these debts were incurred. Amor- 
tization payments should be postponed 
for twenty years. Interest payments 
should be insisted on fromevery country 
able to squeeze them out, and the entire 
sum of two hundred and fifty million or 
so each year should be placed at the dis- 
posal of a committee of distinguished 
Americans to be expended in those 
humanitarian works in any part of the 
world which from year to year seemed 
most important and desirable. These 
might range all the way from grain 
elevators in the Ukraine to teaching 
Chinamen to read and write, from com- 
batting sleeping sickness in Africa 
to financing codperative stores in 
Arizona. 

As I said, the réle of moral dictator 
is easy. Painting rainbows is always 
pleasant. Whether there is any like- 
lihood that these dreams will be ful- 
filled I have tried to indicate in the 


foregoing remarks. © 
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ArmstronG, Georce S. Essentials of In- 
dustrial Costing. Pp. 297. Price, $5.00. 
New York: D. Appleton & Co., 1921. 


The method of development used by the 
author of this volume is somewhat different 
from that which is usually found in books 
of this nature. Exposition of the funda- 
mentals of cost accounting is most fre- 
quently accomplished either by a theoretical 
discussion of the principles involved, or by 
an explanation of the entries made upon the 
books to record the cost data and to trans- 
fer such data to the general accounts. In 
this book the author has developed the 
subject theoretically and at the same time 
demonstrated the application of the theory. 
This is the proper method of exposition. 
The principles are discussed and suggested 
forms displayed. It is, however, unfortu- 
nate that the author chose to postpone the 
discussion of the contact between the 
general books and the cost records until 
the end of the volume. The reviewer 
believes that such contact would have been 
more clearly explained if it had been 
demonstrated progressively throughout the 
book. Despite this fact there is more 
continuity of thought than usual in writings 
upon this subject. 

The introductory chapters relating to 
the necessity, purpose and function of 
costing are admirably written and place 
the reader in a most receptive mood for 
the technical matter which follows. The 
author’s style of writing is unusual for this 
type of work; his descriptions are concrete, 
and his vocabulary such that he is able to 
avoid the constant use of set phrases which 
are so much in evidence in contemporary 
literature of this character. 

The explanation of the various cost 
records is logical and there is a wealth of 
illustrations and charts which help to 
visualize the problems set forth. The 
charts are of more than passing interest 
in that they have evidently been taken 
from business experience rather than 
prepared for purposes of explanation. 
The tables illustrating “power,” which are 
worked out on a horsepower basis, are 
particularly noteworthy. 
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The connection of the cost records with 
the general books has been brought out by a 
series of ledger accounts and an excellent 
chart demonstrating the entries involved. 
This is a most important portion of the 
work and proves to be an adequate sum- 
mary of the fore-going subject matter. 

The reviewer does not entirely agree with 
the author upon the question of the in- 
clusion of interest in cost, or with his broad 
statement concerning appreciation, but 
these matters are open questions and from 
the viewpoint of the author have been 
satisfactorily handled. 

The volume is sufficient as a condensed 
reference book upon the principles of cost- 
ing and has special value in that it in- 
cludes enough technical material to give a 
thorough explanation without being too 
complex for those whose knowledge of the 


subject is limited. 
Tuomas A. Bupp. 


Fassett, Cuoartes M. Handbook of Mu- 
nicipal Government. Pp. 160. Price, 
$1.50. Assets of the Ideal City. Pp. 160. 
Price, $1.50. New York: Thomas Y. 
Crowell Company, 1922. 


These companion volumes by the 
former Mayor of Spokane, now connected 
with the University of Kansas as Specialist 
in Municipal Government, are in no sense a 
contribution to, but rather a restatement 
in compact form of the leading facts in the 
development and structure of city govern- 
ment and an outline of approved principles 
in municipal functions. Three-fourths of 
the first volume is taken up with a sketch of 
existing forms of city government in the 
United States, the best portions of which 
are found in the chapters on elections and 
appointments and the duties of officers. 
The volume closes with chapters outlining 
the general problems of administering the 
city services and local finance. 

The Assets of an Ideal City, as its title 
would indicate, concerns itself with princi- 
ples rather than with description of ex- 
isting realities in municipal functions. 
There are chapters on Streets, Utilities, 
Health, Corrections, Recreation, Music 
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and Art and Civic Organizations. The 
writer’s enthusiasm for civic righteousness 
has been served by an inspirational style 
which does not always escape the charges 
of sentimentality and preaching. 

As college texts, these volumes would be 
found too brief, no matter how suggestive. 
The writer’s style and his treatment of his 
material are such as to make “civics” a 
better descriptive word for his work than 
the more formal “municipal government.” 
For the busy teacher and the interested 
layman, however, these books have much 
to commend them. 

Lane W. LANCASTER. 


Daviv, Donatp Kirk. Retail Stores 
Management Problems. Pp. xxrx, 1050. 
Price, $6.75. Chicago: A. W. Shaw 
Company, 1922. 


This most complete text on retail stores 
management represents a stupendous a- 
mount of searching throughout the business 
community for problems of retail stores 
management and a most satisfactory 
compilation of these problems in unified, 
orderly fashion. The problems incident 
to retail store operation are logically de- 
veloped in accordance with the case method 
under group headings such as Accounting, 
Organization, Merchandising and Buying, 
which serve to give the reader contact with 
all phases of the retail manager’s work. 

The method of development of the text 
is such as to maintain the interest in the 
problems, since they are arranged in a 
progressive manner. It is difficult to 
imagine a more complete and thorough- 
going attempt to set forth in one volume 
all of the problems of the retail executive. 
The book will become standard as a refer- 
ence text for retail stores management. 

Although the author states in his preface 
that it is possible to utilize the book for a 
text without additional supplemental ma- 
terial in principles of store management 
laid down by lecture or text, it is neverthe- 
less difficult to understand how a student 
might be expected to grasp all of the 
intricacies of the various problems pre- 
sented without some supplemental in- 
formative material presented to him by his 
instructor, 


The text is profusely illustrated with 
charts of forms, which partly aid the reader 
in visualizing many of the problems which 
are set forth. It would seem that the 
book would have been an _ impossible 
accomplishment without the aid of the 
large number of concrete management 
problems available to the author through 
the Harvard Bureau of Business Research, 
under Professor Melvin T. Copeland. 

R. H. LanspurcH. 


Ricumonp, Mary E. What Is Social Case 
Work? Pp. 268. Price, $1.00. New 
York City: Russell Sage Foundation, 
1922. 


In various fields of human activity, 
certain stock phrases come into being 
which are constantly used, on the assump- 
tion that every one knows the meaning 
and appreciates the implications of each 
such particular phrase. Yet the most 
superficial inquiry reveals the fact that 
such assumption is unfounded, that such 
phrases are used loosely, with far from a 
general agreement as to what is really 
meant or actually implied. In the field of 
social work, the phrase “case work” is an 
illustration in point. 

In this volume, the fifth in the Social 
Work Series, published by the Russell 
Sage Foundation, Miss Mary E. Richmond, 
the editor of that series, director of the 
Charity Organization Department of the 
Russell Sage Foundation, and author of 
Social Diagnosis, sets herself to the task of 
answering the question of what social case 
work really is. The result is this well- 
written little book, which fills a very 
definite need, not only for case workers 
themselves, but also for a somewhat larger 
group perhaps which, while not actively 
engaged in social work, is interested in 
various ways and for differing reasons in an 
authoritative summary of the salient 
features and philosophy of case work. 

“Social case work,” says the author, 

consists of those processes which develop 
personality through adjustments conscious- 
ly effected, individual by{individual, be- 
tween men and their social environments.” 
This, it is unnecessary to add, sounds 
simple enough, Only those who dave 
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attempted to work out such adjustments, 
consciously, individual by individual, are 
in a position to appreciate all that is 
involved. To many these processes mean 
neighborliness and nothing more. “There 
is a half truth in this neighborliness theory,” 
Miss Richmond points out, “for the good 
case worker must be both born and made, 
but its element of error is the failure to 
- recognize how much is being done in social 
work to develop a native gift through 
_ training and specialized experience.” 

Good case work demands many things, 
an almost innumerable array of qualifica- 
tions and conditions—insight into the 
innate make-up of individuals and the 
effect of environment upon them; an 
appreciation of the interdependence of 
human beings, of the fact that they are 
different from each other, that they are 
active willing entities, that they deteriorate 
when playing a passive rdéle, in short, a 
respect for personality; a democratic 
point of view, with a realization that 
democracy is not a form of organization but 
_ a daily habit of life; a technique of many- 
sided approach, assembling and binding 
together processes; little enough work to 
enable “‘freedom of growth—freedom to do 
good work and freedom to make new dis- 
coveries through intensive service;” ade- 
quate time to think, study, or to discover 
what people are doing in other places; and 
an appreciation of all forms of social work, 
together with a willingness to carry through 
_ each special task in such a way as to ad- 

vance all kinds of social work. 

Thoroughly trained and experienced case 
workers will find, it is true, little that is new 


. in this volume. Throughout the entire 
A volume one feels the obviousness of much 
i" that is emphasized, “‘save that in the serv- 
f _ ice of any particularly unfortunate one we 
_ ; always have to remind ourselves that it is 
4 so.” Social work, it cannot be too often 
emphasized, consists not in brilliant and 
3 unique ideas, epigrammatically stated, but 


in getting done actually the more obvious 
essentials. 
These essentials, conceived at their best, 
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find herein set forth in a most admirable 
manner. The book is well written; the 
illustrations aptly selected, with a minimum 
of extraneous details. The library of no 
social worker or socially minded student is 
complete without this little book, besides 
the author’s Social Diagnosis. 

H. S. Bossarp. 


Caries A. The Reconstruc- 
tion of Religion, a Sociological View. 
Pp. xv, 323. Price, $2.25. New York: 
The Macmillan Company, 1922. 


Modern society seems to suffer from 
something which, in the case of individuals, 
psychologists speak of as mental conflict. 
This condition is the result apparently of 
the co-existence of certain deeply rooted 
but incompatible elements in our collective 
life. Among these may be mentioned (a) 
our industrial organization, with the eco- 
nomic mores underlying it; (b) modern 
science, first applied to the physical and 
more recently to social phenomena; (c) 
modern democracy, using the term to 
signify a viewpoint or habit of life rather 
than any form of organization; and (d) our 
religious development, with the institu- 
tions and mores erected on the basis of the 
teachings of the Founder. 

The literature of the last several decades 
shows that this conflict has been challenging 
the attention of an increasing number of 
thoughtful students, a liberal proportion 
of whom, like Professor Ellwood, have 
approached the problem from the viewpoint 
of religion. A great many of these books, 
while respectable and serious, have been 
relatively unimportant, either because the 
authors have sensed but not understood this 
conflict in its complex entirety, or because 
they have not known authoritatively all the 
elements involved. The author of The 
Reconstruction of Religion, however, shows 
clearly not only that he is on familiar 
ground in discussing the religious element 
in our social life, but that, in addition, he is 
a trained social scientist, and thoroughly 
conversant with the facts of our economic 
organization and development. This 


happy combination has made it possible 
for him to produce in the book under con- 
sideration a contribution of outstanding 


q 


; - so much in vogue at the present time among 
= the members of the guild, social case 
_ workers and other interested parties will 


importance to the literature in this field. 

There exists today a crisis in western 
civilization. Similarly, a crisis confronts 
religion in the modern world. Success in 
meeting: the former is possible only by way 
of solution of the later. “Our civilization 
needs a synthesis of its inharmonious 
elements, but it can get that synthesis only 
through accepting the fundamental Chris- 
tian principle that the service of God must 
consist in the service of mankind.” This 
in its barest outline, is the essence of this 
book. 

Concerning the crisis in western civiliza- 
tion, the author points out that we have 
been troubled with a recrudescence of 
pagan ideals. Especially have the flood 
gates of human selfishness been opened to 
the masses of men in the nineteenth cen- 
tury, with the sudden increase of wealth 
resulting from the Industrial Revolution. 
Material standards have become dominant. 
In literature, commerce, business, polite 
society and amusements, our standards 
have become more pagan than during the 
Renaissance. The World War was the 
inevitable climax of our pagan mores. The 
whole lesson of recent events is that we have 
come to a parting of the ways, that our 
civilization can no longer remain half 
pagan and half Christian. “The half- 
and-half standards of our previous civiliza- 
tion will no longer work in the complex and 
tremendously dynamic social world of the 
present.” 

“The crisis in the religious world has 
been brought about by the failure of 
existing religion to adapt itself to the two 
outstanding facts in our civilization— 
science and democracy. . . Of these 
two, science is the more outstanding and 
dominant. It is the foundation of our 
views of life and the universe, as well as of 
our material progress, and so it has largely 
created the conditions which have favored 
the rise of modern democracy.” As the 
result of the influence of modern science 
and the changes it has wrought, old theo- 
logical beliefs have crumbled, the theologi- 
cal way of looking at life is seen to be of 
much less importance than was formerly 
supposed, the entire edifice of speculative 
theology has been undermined, and, be- 
cause of the identification in the popular 
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mind of religion with theological beliefs, the 
influence of religion on the daily life on an 
increasing number of people is steadily and 
rapidly diminishing. 

But religion is a factor which cannot be 
dispensed with in the more complex stages 
of social evolution. The ideal values of 
each type of social development tend to 
religious expression. It is a powerful 
support of the mores of the group. We 
must reconstruct our religion, therefore, if 
we would reconstruct our civilization. 
What we need, insists the writer, is a 
Reformation,” “besides which the 
Protestant Reformation will seem in- 
significant.”” This Reformation” 
means the establishment of a more rational 
and socialized form of Christianity—a 
Christianity in harmony with modern 
science and modern democracy. 

The author devotes about half of his 
book to a discussion of what the recon- 
structed religion must be like. It must be 
positive. A positive religion is one that 
will be concretely ethical; it will insist that 
religion and morality are not inseparable; 
it will be collective and codperative rather 
than competitive and individualistic; it 
will be marked by a return to Christ, not so 
much an emotional attachment to the 
person of Christ, but rather a return which 
will be a rational understanding and ac- 
ceptance of His teaching. The recon- 
structed religion must be social, i.e., it 
must be a religion which recognizes the 
supreme worth of man, on the basis of an 
appreciation that there are no values of 
any sort apart from men, Four chapters 
are devoted to a consideration of the 
principles which the reconstructed religion, 
in the judgment of the author, must insist 
upon in regard to the family, our economic 
life, our political life and social pleasure. 
These chapters are the most specific and 
perhaps the most penetrating part of the 
book. 

The final chapter is devoted to a con- 
sideration of the opportunity of the church. 
Like all institutions, the church has the 
insidious tendency to forget the purpose 
for which it was organized originally, and 
to set itself up as an end in itself. A 
reconstructed religion demands a recon- 
structed church which can become the true 
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torchbearer of social idealism. The church, 
says Dr. Ellwood, must go into the business 
of creating an effective public opinion 
regarding all relations of individuals, 
classes, races and nations, for “‘the transi- 
tion from non-Christian society to Chris- 
tian society can only be effected by the 
formation and guidance of an effective 
public opinion which shall express itself in 
an appropriate mode of social control, 
because that is the only mechanism through 
which conscious social changes are effected 
in human society.” 

This book undoubtedly is the ablest and 
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most stimulating discussion of religion in 
its relation to modern life that has yet 
appeared. It is a sad commentary on the 
past nineteen centuries that the book 
should have been written. In view of the 
present status of our civilization and the 
Christian religion, it is a fortunate thing 
that it has been written. The style is 
direct and clear. The thought is logically 
presented. In spirit, it is fearless, out- 
spoken and even-tempered. Would that 
every clergyman—and thoughtful member 
of society—might read and ponder it. 
James H. S. Bossarp. 
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